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PUBLICATION 


REPORT  OF  COMMITTEE  ON  DIVISION 
OF  THE  PEOPLE’S  INCOME 

Problems  >f  distribution  present  the  most  perplexing  and 
difficult  phase  of  modern  economic  discussion.  Some  writers 
are  concerned  chiefly  with  the  principles  which  underlie  the 
apportionment  to  capital  and  labor  of  their  respective 
shares  in  the  product  of  industry.  Others  are  concerned 
with  the  principles  which  they  believe  ought  to  govern  such 
distribution.  It  has  been  mainly  the  latter  group  who  have 
stimulated  a discussion  of  the  actual  facts  of  distribution, 
for  it  has  been  their  interest  to  demonstrate  from  their 
point  of  view  the  injustice  of  modern  distribvition,  in  order 
that  they  might  make  a more  effective  contrast  with  the 
‘^jiist”  distribution  which  they  hope  some  day  to  usher  in. 

The  a.ssertion  that  capital  absorbs  the  lion’s  share  of  the 
joint  product  of  labor  and  capital  has  been  spread  far  and 
wide  by  writers  and  speakers  on  behalf  of  Socialism.  It  has 
seemingly  gained  currency  as  one  of  the  commonplaces  of 
economic  truth  and  is  unthinkingly  repeated  by  many  who 
are  disposed  to  be  severe  towards  the  existing  order  of 
things. 

For  the  purpose  of  thoroughly  sifting  these  assertions 
and  ascertaining  how  far  they  rest  upon  the  evidence  of 
the  facts,  the  present  committee  has  been  formed.  Its 
purpose  is  to  examine  into  the  following  questions: 

1.  What  evidence  exists  to-day  which  shows 
the  returns  of  capital  and  labor  respectively  from 
their  joint  product? 

2.  What  evidence  exists  which  can  throw  light 
upon  changes  which  may  have  occurred  in  re<*ent 
times  in  the  respective  shares  of  capital  and  labor? 

In  the  discussion  of  this  matter  in  the  United  States  the 
appeal  is  generally  made  to  the  figures  of  the  census.  \\  ith 
certain  unavoidable  limitations,  the  publications  of  the 
United  States  Census  give  the  clearest  view  of  industry  on 
a large  scale  that  is  available  anywhere,  and  (rompetent  for- 
eign students  of  economic  questions  testify  to  its  superiority 
— the  census  work  of  other  nations.  Yet  while  we  haw^ 
in  I he  census  a great  reservoir  of  st  atistics  competently  cqj[- 
lected  and  assembled  and  broadly  comi)rehe]^sive  of  ihc 
great  fields  of  industrial  activity,  the  magnitude  of  its  field 
compels  severe  elimination  of  details.  It  does  not  pretend 
to  furnish  a combined  balance  sheet  of  all  indastral  and 
commercial  operations  or  to  tell  the  costs  of  production  and 
the  profits  of  enterprise,  nor  can  it  properly  be  crhicised  for 
the  omission.  A bird's-eye  view  of  the  industries  of  a con- 
tinent must  lack  in  microscopic  sharpness  of  detail.  The 
two  are  incompatible  and  cannot  be  expressed  on  the  same 
printed  page. 

THE  DIVISION  OF  THE  NET  PRODUCT  OF 
MANUFACTURES 

What  is  the  evidence  of  the  census  on  this  matter? 
Confining  ourselves  for  the  present  to  the  latest  figures  on 
manufactures,  those  of  1909,  we  may  make  the  following 
rearrangement  of  the  census  figures,  adding  our  own  estimate 
for  the  depreciation  of  capital: 

( iross  Pnxiupt .$20,672,052,000 

(Lesii)  Cost  of  Materials ] 2, 142, 791, (XX) 

Added  Value $8,529,261,000 

(Less)  Mi.seellaiieous  Exi>enses* 

Rent  of  Factory $106, 574, (XX) 

Taxes,  Internal  Revenue 263,012,(X)0 

Taxes,  Other S8,297,(XX) 

Contract  Work 178,646,000 

All  Other* 1,309,157,000  $1,945,686,000 

Net  Product  Divisible  Between  Capital  and  Labor $6,583,o75,(X)0 

(Less)  Payments  for  Labor: 

Wages $:i,427,038.0(X) 

Salaries 938,575,000  4,365,613,000 

Total  Return  Attributable  to  Capital $2,217,962,000 

(Less)  Depreciation — 5%  on  a Ca])ital  of  .$18,428,270, (XX).. . 921,414,000 

Interest  and  Profits $1,296,548,(XX) 

^ Percentages 

Labor  Cost  Compared  with  Added  Value 51 .2% 

Product  Divisible  between  Capital  and  Labor lOOVo 

Labor  Cost 

Depreciation 14.0% 

Interest  and  Profits 19.7% 

* All  other  includes  rent  of  offices  and  buiUlings  other  than  factor'  or 
works,  rent  of  machinery,  royalties,  use  of  patents,  insurance,  ordimiry 
repairs  of  buildings  and  machinery,  advertising,  traveling  expens<‘s  and  all 
other  sundry  expenses. 

The  figures  jiere  given  enable  us  to  establish  certain 
relations  between  payment  for  labor  and  the  product  of 
mamifflctiiring  industry  Such  n Hntion^bio 

with  the  gross  product  of  industry  whose  emu- 
poncnt^^4f*rts  v.ould  appear  to  bo  cost  of  materials,  mis- 
cellaneous expenses,  labor,  and  the  remainder,  which  must 
be  a.>surlied  to  be  the  return  upon  capital.  The  only  ob- 
jection to- this  method  of  calculation  is  that  it  introduces  a 
considerable  number  of  elements  into  the  calculation  and 
by  so  doing  obscures  the  relation  between  the  share  of  labor 
and  of  capital  which  is  the  question  of  fundamental  interest. 

The  remainder  which  results  from  subtracting  from  the 
gro.ss  value  of  the  products  the  cost  of  materials,  is  desig- 
nated by  the  census  as  the  value  added  by  manufacturing, 
this  value  representing  the  contribution  which  the  process 
of  manufacture  has  made  to  the  original  materials  which 
entered  into  it.  The  component  parts  of  this  aggregate 
are  labor,  the  miscellaneous  expenses  and  the  return  to 
capital,  labor  being  represented  by  51.2  per  cent  of  the 
added  value.  This  computation  is  made  here  as  it  appears 
in  our  tables,  because  it  not  infreciuently  appears  in  the 
literature  of  the  subject,  which  too  often  takes  no  note  of 

the  element  of  miscellaneous  expenses. 

It  must,  however,  be  clear  that  the  miscellaneou.s  ex- 
penses, which  in  the  aggregate  are  considerabUs  cannot  be 
considered  from  the  point  of  view  of  the  individual  manu- 
facturer or  from  the  point  of  view  of  manufacturing  as  a 
whole,  as  payments  either  to  labor  or  to  capital. 

Such  expenses  are  comparable  to  the  expenditures  foi 
materials,  since  manufacture  could  not  be  carried  on  with- 
out either  of  these  outlays.  In  order,  therefore,  to  a.scer- 
tain  the  product  which  is  divisible  between  capital  and 
labor,  it  seems  proper  to  deduct  from  the  added  value  the 
outlay  for  miscellaneous  expenses.  Ihis  new  result,  which 
must  be  called  the  net  product  of  labor  and  capital,  is 
divisible  between  these  two  factors  only.  As  shown  in  the 
table,  labor  costs  constitute  b().3  per  cent,  or  nearly  two- 
thirds  of  this  amount. 
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Tlie  reinaiiuh'i-  is  attrihutablo  to  capital,  but  this  is  not 
cciuivalent  to  sayiiisi  that  it  represents  the  employer  s share 
in  the  j(tint  product.  It  is  not  wholly  a surplus  which  the 
capitalist  can  (>iniiloy  for  his  own  use  without  impaii'ing  the 
integrity  of  the  business.  .V  portion  of  it  must  be  used  to 
keep  his  ca])ital  intact,  for  without  such  expenditure  the 
net  product  of  industry  would  soon  diminish.  The  census 
figures  do  not  show  an  allowance  for  depreciation  and  in  so 
far  they  fail  to  give  a comidete  showing  of  all  of  the  costs 
which  enter  into  manufacturing.  The  census  volumes 
recognize  the  importance  of  this  element,  though  confessing 
an  inability  to  ascertain  its  exact  amount.  ithout  such 
an  allowance  for  depreciation  the  efficiency  of  any  iilant 
would  soon  diminish  and  .sooner  or  later  it  would  tumble 
down.  While  working  capital  does  not  (lei)reciate,  it  is 
asually  reckoned  as  to  fixed  caiiital  that  the  actual  deiire- 
ciation  is  1.5  jier  cent  on  buildings,  10  iier  cent  on  ma- 
chinery, and  20  per  cent  on  tools.  In  the  absence  of  any 
statistics  as  to  the  relative  iiroportions  of  these  classes  of 
manufacturing  cajiital  it  is  necessary  to  fix  an  arbitral} 
rate  for  depreciation.  It  is  believed  that  the  arguments 
for  and  against  a rate  of  5 per  cent  per  annum  as  a trust- 
worthy average  are  about  equally  balanced,  and  this  figuie  is 
accordingly  used  in  the  foregoing  statement  and  is  reckoned 
on  the  reported  caihtal  of  over  .S18, 000,000,000.'  It  will 

(i)Th<-  OCMIMIS  fisuros  will,  rcganl  to  .-upitul  -lo 

of  iimiracv  as  tlu^  other  fijsvir(‘S  published  in  tlie  report  on 
fa?tures.  The  difficulty  of  obtaininfj  accurate  returns  on  capital  has  bwm 
mentiomal  at  each  census  and  in  collecting  such  fmures  as  have  Ixrn  p ll>- 
lished,  the  census  authorities  havi*  been  complying  with  “*^  *!**  ^ . 

for  which  it  is  plain  that  tliey  have  had  little  sympathy  t hirteentli  < ' 

1910,  Vol.  Vni!  Manufactures,  pagc21 ).  Since,  h.>wiwta\  the  figures  aie  all  ^ 
have  thev  are  given  in  the  text  for  what,  tliey  are  worth.  I he  hKttrn  fn-*rc  » 
for  interest  an<l  i>rofits  amounts,  it  may  be  note.i,  t<>  / .2  per  cent  of  the 
capital  of  ui>wards  of  $1S,0(M).(;00,(H)0.  In  comiianson  with  these  hgur 
it  may  l>e  noted  that  for  the  federal  corporation  <‘xcis(>  and  income  tax  of  lOId 
therc\vere  reixirted  9t>.112  industrial  and  manufacturing  c<)riK>rations.  tlu 
census  having  enumerated  in  HKlO-OO.oOl  such  corporations  I he  corpora- 
tions taxed  in  19i:5  had  a <'ai>ital  stock  of  .S2r..5r,:5,(KM).(MH). 
other  imlebteilness  of  $S.tiSr,,0(H),tMM),  and  a net  income 
(Report.  (Commissioner  of  Internal  Revenue.  I‘tl4.  p.  lOd.)  If  "5 
mationin  regard  to  the  interest  jiaidon  the  l».nde<l  and  other  J"! 
could  add  this  to  the  net  incoim^  to  obtain  a figure  appioxunat(l>  qui\aU  t 
tHhat  repivsimtii.g  interest  ami  profits  as  estimatiM  m our  table.  1 e 
!„ter..st  ..il  b..n<l...l  an.l  otlier  iml..|.lc<ln<.s.s  1„.  jigurw  ^ 

same  idd(‘d  to  the  net  income,  and  this  sum  divided  1>>  the  total  lapital 
U,"t  is  ra  .iuil  "to,-k  au.l  imU.bl.sliu.ss-th,.  r...sultmK  raU-,  wh.ch  mdu.l..s 
interest  ami  profits  is  7.2  i>er  cent,  exactly  identical  with  the  calculation  whn  h 

rasuils  fri.  Uu.  con.sus  flsur-s.  ’xh,-  i.l.-ntity  of  ” 

f‘«t}ihlish  the  annroximati*  accuraev  of  the  eensus  hgurts  for  the  (apitai  m 

at  U-ast  m a .l.-zroa  M 

estimate  necessarily  so  rough  as  this  calculated  allowance  for  d<  i>rtuation. 

be  noted  that  after  eliminating  depreciation  the  share  m 
the  joint  product  of  labor  and  capital  which  goes  to  the 
latter  in  the  form  of  interest  and  profits  amounts  to  a little 
less  than  20  per  cent.  If  these  calculations  be  correct, 
therefore,  it  would  appear  that  of  the  total  proiluet  which 
is  divisible  between  cajiital  and  labor,  two-thirds  goes  to 
labor,  as  its  earnings,  one-fifth  goes  to  capital  as  earnings, 
and  the  reinainder  goes  to  eajiital  for  its  maintenance. 

The  calculations  thus  far  made  relate  to  a division  of  the 
joint  product  of  labor  and  capital  between  the  two  elements, 
without  any  reference  to  the  share  which  it  contributes  to 
the  work  of  production.  Since  labor  is  reckoned  m terms 
of  workers  ami  capital  in  terms  of  dollars,  there  is  no  com- 
mon measure.  None  the  less  an  interest  attaches  tc)  the 
comiiarison  between  the  average  earnings  of  the  individual 
worker  and  the  com]iarison  of  earnings  to  caihtal.  In  the 
year  there  were  employed  in  manufacturing  industries 

of  the  United  States  (),bl5,04()  workers  earning  wages,  and 
700, 207  workers  receiving  salaries,  making  a total  of  all 
employees  of  7,405,51  :l.  Dividing  the  total  labor  cost  as 
given  above  by  these  figures,  we  find  that  the  average  re- 
muneration of  labor  per  individual  employee  was  S500.  If 
the  aggregate  return  to  capital  of  .S2,217,9()2,()00  be  com- 
pared with  the  reiiorted  capital,  we  find  that  the  gross  re- 
turn is  ecpiivalent  to  12.2  per  cent.  Out  of  this  gross  re- 
turn an  allowance  must  be  made  for  depreciation,  which, 
being  estimated  at  5 per  cent  of  the  capital,  leaves  7.2  per 
cent  for  interest  and  profits.  Since  borrowed  capital  which 
is  employed  in  maiiufactiire  must  bear  interest,  it  is  Hgured 
that  all  capital,  whether  borrowed  or  not,  is  entitled  to  in- 
terest. It  is  probably  initting  the  interest  allowanee  rather 
low  if  we  assume  that  capital  can  he  borrowed  for  manu- 
facturing purposes  at  5 per  cent.  On  such  an  assumption 
we  have  remaining  as  ilistinct  profits  to  the  mamifaotuier  a 
sum  of  money  eiiuivalent  to  2.2  per  cent  of  the  capital  em- 
ployed in  the'  mamifaeture.  If  the  interest  rate  were  to  be 
computed  at  less  than  5 ])(‘r  cent,  the  profits  would  increase 
correspondingly:  hut  if,  as  it  seems  not  unlikely  it  should  be, 
the  interest  were  computed  at  more  than  5 per  cent,  the 
percentage  of  profits  w'ould  he  lessened. 

The  correctness  of  these  calenlations  might  be  ciues- 
tioned  by  those  who  emphasize  the  fact  that  certain  large 
nianufaetnring  coneerns  are  notoriously  profitable.  “ How,” 
it  will  be  a.sked  for  instanee,  “do(>s  lb>nry  Ford  pay  such 
big  wages  out  of  sneli  returns  as  this?”  Hut  the  Ford  fac- 
tory does  not  and  could  not  meet  its  present  payroll  out  of 
such  returns  as  this.  The  tigures  above  do  not  represent, 
the  earnings  and  expenses  per  worker  of  the  I'ord  factory 
or  any  other  conspienons  industrial  succe.ss.  They  are  gen- 
eral averages  for  2(iS,4t)l  plants,  big  and  little,  efhcient  and 
inefiicieiit.  Some  are  highly  jirofitahle,  the  majority 
fairlv  so,  many  struggling,  some  losing  money.  Ihe  antiv 
mobile  factory  that  was  in  the  hands  of  a receiver  m 100$* 
has  the  same  relative  iidlnenee  on  the  census  figures  as 
Henry  Ford’s  factory.  Henry  Ford  did  not  begin  to  pay 
minimum  wages  approaching  S5  a day  until  1014,  but  m 
11)09  his  business  was  prospering*:  niagnifieently.  1 hat  it 
was  prosperous  then  and  is  increasingly  prosperous  now,  no 
more  proves  all  other  antomohile  factories  and  all  other 
mannfaetnring  plants  to  he  ecpially  profitable  than  the 
(’alnmet  and  Heela  proves  one  eopiier  mine  to  be  as  good 
•IS  •mother.  The  men  who  are  working  in  the  Ford  factory 
drew  the  richest  prize  that  was  ever  distributed  among  such 
a large  body  of  workers.  Their  employer  saw  years  m ad- 
vance of  all  others  that  the  manufacturer  who  built  a good 
S500  automobile  would  tap  the  real  paystreak,  while  the 
man  who  built  a good  .85,()(K)  automobile  would  do  a strictly 
limited  business.  To  foresight  that  amounted  to  genius,  he 
added  the  (piality  of  being  one  of  the  great  industrial  or- 
ganizers of  his  day.  He  concentrated  all  his  facilities  on 
making  one  model  which  was  to  be  the  best  and  cheapest 
possible,  and  by  large  scale  manufacture  of  a .standardized 
product,  he  built  up  a volume  of  business  which  put  his 
manufacturing  and  selling  costs  absolutely  beyond  the 
attainment  of  competition.  If  several  of  the  pioneer  auto- 
mobile maimfaetnrers  had  been  Henry  Fords,  the  result 
would  have  been  to  lower  the  price  of  the  Ford  automobile 
to  the  consumer  instead  of  to  raise  the  Ford  wage  schedule. 


3 


As  it  is,  he  ^ot  tlie  start  of  the  entire  field  and  holds  a posi- 
tion of  practical  monopoly. 

The  meaninjj;  of  his  ])rofit-sharing  system  must  not  be 
under-estimated.  It  has  made  big  profits  seem  criminal  un- 
less accompanied  by  genenms  wages.  But  that  the  exten- 
sion of  the  same  pay  schedules  to  all  other  industries  would 
mean  widespread  bankruptcy  is  evident  to  any  man  who 
understands  how  small  is  the  average  margin  of  profit. 
Automobile  manufacturing  is  still  in  its  bonanza  stage. 
The  S4,9o4  employees  in  1909  added  a value  of  $l,3So  each 
to  their  materials,  as  against  §1,259  added  value  ])er  em- 
ployee in  the  iron  and  steel  industry  and  §1,152  foi  all 
factories.  They  received  an  average  wage  of  §085  j)er 
annum,  as  against  §720  in  iron  and  steel  (steel  works  and 
rolling  mills).'  Miscellaneous  expenses  for  automobile  man- 

(*)  ('oinputod  from  fipiircs  puhli.sliod  in  Tabic  1 10,  •>I  4-5-d.  Abstract 

of  the  TliirfH'tith  ('ensus  (lOlOj. 

ufacturing  aro  only  slightly  higher  than  th(>  average  for 
similar  industries,  so  that  the  margin  of  profit  must  he 
higher  in  automobile  manufaeturing  than  in  the  manufac- 
ture of  stajile  goods.  It  nuist  fall  in  due  time,  as  competi- 
tion grows,  as  grow  it  must,  and  as  supplj’  more  nearly 
approximates  to  demand. 


COMP.\RISON  WITH  OTHER  ANALYSES  OF  THIS 

(QUESTION 

Comparison  with  other  analyses  of  the  same  (piestion 
will  he  inteix'sting  at  this  jioint.  the  late  Edward  .\tkin- 
son,  ah(tut  ISSf),  plae(‘d  labor’s  share  as  high  as  90  per  cent. 

His  eonelusions  were  riddled  by  Frederick  B.  Hawley,  who 
set  the  true  tlivision  as  approximately  (io  j)er  cent  to  labor 
and  35  per  cent  to  capital.'  This  finding  for  the  census 

(')  .Sec  (hiiiili  rtij  JdKrimI  nf  Knniomin!,  Vot  2,  paRC  :5(i2,  paw  4;)0.  \ <>1.  2, 

paw  101),  anO  Thr  Forum.  Vol.  O,  paj;.'  4SS.  \'ol.  7 paC'  202,  for  arli.  U-s  by 
Mos.-ir.s,  .Ukinson  aiiO  llawloy  tjrowins  oiil  of  the  latliTs  review  of  Mr. 
Atkiiisims  book,  “dlw*  Pistributioii  ol  I’rooufts. 

figures  of  ISSO  checks  up  closely  with  our  figuivs  for  the 
1000  and  1010  censuses  before  depreciation  is  taken  into  ac- 
count, as  will  be  seen  above." 

(2)  Mr  Hawley  wrote  the  chairman  of  tlii.s  committee  in  October,  1914: 
\s,-minin’!5  the  fiftures  of  .Mr.  .\tkinson  to  be  correct,  they  showol 
with  the  corrections  1 pointed  out  a pereentaw  of  lio  per  cent  or 
waires  an.l  If)  tier  cent  for  rent,  interest  and  profits  combined,  but  1 
would  be  the  last  to  claim  any  close  appro.xnnation  to  the  truth  for 

„ill  allow  the  suKW-stion,  there  are  two  aspects  of  the 
ouestion-the  economic  and  the  social -which  must  be  carefully 
disliiiKuished.  There  is  a very  larije  and  important  elas.s  whosi- 
remuneration  is  (wholly  or  mainly)  teelmieally  an  eeonomie  waw 
(i.  e„  ministers,  .loetors,  lawyers,  public  oflieers,  and  even  business 
men,  especially  ridail  shoi.k.-eiH-rs,  etc.)  who  are  not 
sidered  as  belonttiiiK  to  the  ‘ wajje-i-arnmK  ela.ss.  Hut  ndtliir 
eeonomieallv,  nor  socially,  can  this  remuneration  be  ^7;','''- 

stitiitiiiK  an  element  in  rent,  interest,  or  profits  How  this  (ktss  is 
treated  will,  of  course,  profoundly  alTeet  the  result  of  any  att.-mpt  to 
ascertain  how  the  total  product  is  distributed.  Of  eours.-,  Mr. 

•Vtkinson  uv<*rlonk<*<l  tliis  distribution.  • 

•‘^rhero  Jire  also  pr:u-ti«*:dlv  insupcrablf*  diibciiltios  in  asccrtaininK 
the  total  of  tbf  industrial  product.  Kverythms  must  be  haired  at  the 
price  the  final  «‘onsumer  pays-i.  c.,  at  relad  prices.  I he  value  ot 
services  annuallv  rendered -not  only  personal  siTViees  but  those 
rendered  by  property,  such  as  shelter,  transpiirtation  fiir  pleiisiiri 
mmlseincmts  of  all  kinds  that  are  pai.l  for,  etc.,  etc  Kstm.ation  o all 
these  thiiiBs  can  be  hardly  more  than  a tim'ss.  1 he  above  are  only  a 
few  of  the  snares  and  pitfalls  of  the  examination  you  propose  to  make. 

Tim  uue.stions  Mr.  Hawley  raises  here  are  of  (ireat  importance  and  interest 
•IS  indicatiiiB  the  farthest  limits  of  the  iiupiiry  upon  vvhieh  we  have  entered. 

‘The  impiiry^shoilld  be  imshed  to  its  eonelusion,  but  the  time  allotteil  to  the 

]>rcscnt  invest in:it ion  does  not  permit  this. 

(’iilculations  somewhat  similar  to  those  which  we  have 
presented  have  been  made  by  various  writers,  and  then- 
favored  form  of  presentation  is  to  divide  the  aggregates 
which  were  given  in  our  first  table  by  the  whole  number  of 
employees  (sometimes  erroneously  by  wage-earners  only) 
for  the  ])urpose  of  ascertaining  the  product  per  employee 
and  making  a direct  comi)!irison  between  this  product  and 
the  average  wage.  This  form  of  statement  is  pai-ticularly 
affected  by  those  whose  economic  doctrines  lead  to  the  be- 
lief that  the  worker  alone  contributes  value  to  the  iiroduct. 
The  statement  that  the  jiroduct  of  industry  is  $1,152  per 
worker  is  frequently  transposed  in  such  writings  to  the  form 
that  each  worker  ])roduces  annually  a product  in  the  value 
of  $1,152,  and  the  subtle  ditference  in  the  meaning  of  the 
two  phrases  oftentimes  imsses  unnoticed.  Since,  however, 
much  of  this  literature  is  based  upon  the  product  i)cr  wo!-ker, 
we  may  ti-anslate  the  figures  which  we  have  already  given 
into  this  form  of  statement,  as  follows: 

Manitf.m'Thuisg  Statistics,  HMH),  pkk  Kmi’umek 

Vidue  of  Uroduets 



" 

Avcranc  Wa^P  Salary 

Dcprcciatum  (estimated) *,  Ir, 

Added  Value 

\Vaj?e  Salary  t<»  Atlded  Value.  • - t 

Net  Industrv  Karnin«s  (A»lded  Value  lt*ss  Misc. 

,,  X ^ $HS9 

1‘Ap.) 

Wa^e  Salary  to  Net  Karninfis . 

Uemainin^;  to  Knipluyer  » t 

Depreciation e 

Interest  and  Protits Ht 

♦The  iKTcentases  eateuIal.Hl  on  (ifiures  per  emiilovee  in  tills  table  differ 
in  .sonic  inlanees  hi  the  first  decimal  from  those  ealeulated  on  the  aBBiesate 

iijiures. 

The  “National  Socitdist  Handbook  No.  1,  ])ublished 
in  10r>  by  the  editors  of  the  Xational  Sorlalid.  W.  J.  (ihent 
and'  Louis  Koppelin,  stated  the  “worker’s  share ’’of  the 
product  to  be  41.(1  per  cent  in  ISOO  and  40.1  per  cent  m 
lOOO.C)  This  is  correct  if  manual  laborers  only  are  to  be 

(>)  'Pable  on  pa(j;(‘  4. 

considert'd.  The  less  prejudiced  view  is  that  salaried  em- 

plovees  are  “workers’  also.  n i r 

The  “Socialist  ( 'ongressional  (’am]KUgn  Handbook  lor 
1014”  tentatively  includes  salaried  employees  as  workers 
and  figures  the  per  capita  production  m 1000  as  $l,lol  per 
worker  and  the  “percentage  of  wetdth  jiroduced  received  by 
the  worker,  51.17  ])(m-  cent,”  which  tallies  with  our  figures  of 
$1,1.52  and  51.2  ]ier  cent  for  the  same  census. (-) 

(5)  1 

The  authoi-s  of  the  National  Handbook  divide.l  the 
Vdded  Value,  or  net  iiroduction  in  manufactures,  by  the 
number  of  wage-earners,  thus  treating  manual  laborei-s  only 
as  producers,  ignoring  the  important  functions  performed 
not  only  l)V  salaried  emiiloyees  but  by  the  working  pro- 
prietors' of  'small  establishments.  This  is  an  appropriation 
of  the  services  of  nearly  a million  active  workers  and  has 
the  effect  of  padding  the  per  cajiita  product  of  the  w age- 

earner.  C*) 

(USee  I'UO  Celi.-ms  .Uislraet,  tiible  2,  paije  TiS;  alsii  iimler  "('liaraeler 
„f  (lilimiship.’  IKIBC  4)il.  ami  -Si.e  of  Kstabh.slime.it . pages  4(,4-o. 

The  writer  of  the  article  on  “The  Measure  ot  Exploita- 
tion” in  the  ('ongressional  (’ampaign  Book  treated 
salaried  enqiloyees  as  workers  in  finding  the  per  cajiita 
product  and  then  wavered  by  saying,  “or  if  we  eliminate 
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the  salaried  employees  as  the  National  Handbook  does, 
the  average  production  for  each  person  would  be  as  the\ 
state  it,  SI, ‘290.”  (>) 

(*)  PajjC'  142. 

The  same  article  correctly  discusses  miscellaneous  ex- 
penses and  depreciation  as  deductions  from  the  net  jiroduct, 
and  actually  deducts  expenses  in  order  to  find  the  “net 
profits.”  These  he  finds  to  be  for  manufactures  in  1909, 

S2, 218,972,000  {should  be  S2, 218, 902, 000). 

To  this  ])oint  the  method  is  exactly  like  ours  except  that 
no  attempt  is  made  to  allow  for  de|)reciation.  The  analy- 
sis then  continues: 

“Tho  amount  [of?]  !ict  profit  to  the  27:i,2t>r)  proprietors  and 
firm  members  (the  value  of  tlie  produets  less  the  total  expense) 
was  S2,21S,<»72,(MM),  whieh  is  (»v<‘r  12  per  eent  on  the  capital 
employed,  or  Jiiore  than  :$S,120  average  annual  income  to  each.” 
“.\v(‘raf!:(‘  annual  wagt*  to  Witrker,  §olS.” 

Average  annual  income  to  owner,  §S,120.” 

This  is  an  extraordinary  error,  disfiguring  an  honest 
effort  to  compare  wagt^s  and  profits.  The  278,2()5  proprie- 
tors and  firm  members  <lid  not  even  own  the  establishments 
which  imuluced  the  .82,218,972,000  (sic)  of  so-called  net 
profits.  The  facts  as  to  what  proportion  they  did  own  can 
best  be  illustratetl  bv  a summary  of  the  conditions  in  1909: 


('hai'dctcr  of 
(‘)  (Jwncrsliip 

Nimib<*r 

of 

Plants 

XunibtT 
of  Wage 
lharner.s 

Value  of 
PrtMluets 

Value 
.Ailded  by 
Manufaeture 

HO.tiO.') 

S04,SS2 

2,042.0t»I.5(K) 

90S,S24,072 

.\vcriig(‘ p(T  Plant . .. 

<> 

14,522 

0..S<H) 

704,s;}() 

15 

2.lS4.l(»7.0:i2 

951.:iH2,741 

Av<*rag(‘  per  Plant .... 

40.249 

17,522 

('orporation  

oo,r>oi 

5,(M)2,;i«« 

lli, 34 1,1 1(1,034 

0,5H>, -207.1 17 

.\v(*ragc  per  IMsinl .... 

72 

225,121 

94,721 

( )ther 

.Average  pta*  Plant 

4,120 

i2,o;u 

104.700,104 

25,429 

20.H4t>,(Ki2 

ti,5IO 

All(’iassc.s  . 
.Average  per  IMant 

2t>S.401 

t).oi5,tmi 

25 

2(».t)72,tl5l,S70 

7t».tH»2 

S.520.21  >0.092 
5I.7(»7 

Per  eent  of  Total : 

Intlivkiual 

pifm  

52  4 
20  2 

12  2 
12  0 

9 9 
10  0 

11  4 

n 2 

Corporation 

( )ther  

25  0 
1 5 

75  t) 
0 2 

79  0 
0 5 

77  2 
0 3 

(‘)  Table  20,  page 

4til,  1010 

[’ensus  .Ab.straet. 

The  establishments  owned  by  individuals  and  firms  pro- 
duced only  20.5  per  cent  of  the  gross  value  of  manufactured 
products  and  22.0  per  cent  of  the  value  added  in  manu- 
facture. In  estimating  the  net  profits  of  all  manufactures 
at  S2, 218, 972,000  in  order  to  divide  it  among  278,205  “pro- 
prietors and  firm  members”  the  campaign  handl)ook  ignores 
the  stockholders  of  the  09,501  manufacturing  corporations 
which  produce  79  i>er  cent  of  the  gross  |)roduct.  Heing  coi- 
porations,  each  of  them  has  several  stockholders,  and  one 
(»f  them,  the  United  States  Steel  ( Nirporation,  had  in  1918 
74,()20  holders  of  pn^erred  stock  and  89,079  holders  of 
common  stock.  The  census  does  not  undertake  to  tell  us 
how  many  persons  have  capital  invested  in  factoi’ies.  In 
table  2,  page  488,  of  the  1910  Abstract,  it  enumerates  under 
“persons  engaged  in  manufacture  ’ 27.1,205  propiietors 
and  firm  members,”  ami  naturally  omits  the  stockholders  of 
manufacturing  corporations  because  they  are  not  persons 
engaged  in  manufacture”  in  the  sense  that  they  are  per- 
sonally and  actively  occupied.  At  this  point,  the  census  re- 
port had  not  reached  the  subject  of  ownership  at  all,  so  that 
not  the  census  talde  but  its  commentator  is  responsible  for 
the  error.  If  he  had  pursued  the  subject  as  far  as  page  401 
of  the  1910  Abstract,  he  would  have  found  the  facts  as  to 
ownership  clearly  stated. 

A later  and  more  thorough  attempt  to  ascertain  the 
truth  on  this  subject  has  been  made  by  W.  J.  Ghent  in 
“The  Appeal  Almanac  and  Arsenal  of  Facts  for  1915, 
published  l>y  “The  Appeal  to  Reason.”  In  an  article  on 
“The  Worker’s  Share,”  Mr.  Ghent  correctly  states  that  the 
factory  value  is  the  onlj'  one  we  are  warranted  in  considei- 
ing  when  ascei’taining  the  factory  workers  shaie. 

“ If  wo  took  tlu‘  wholosuh*  valu(',  or  tlio  jobbing  value,  or  the 
ivtnil  value,  we  should  als<»  have  to  consider  the  acUiitional  toil 
of  thousamls  and  thousands  of  other  men,— railway  workers, 
shi])l)ers,  teamst(‘rs,  salesmen  and  multitudes  of  others  whose 
work  is  necessary  in  marketing  gootls  to  the  consumer.” 

And  later: 

‘‘Of  course,  a previous  profit  was  made  on  the  production  and 
marketing  of  th(*  raw  material,  but  that  also  involved  the  toil  of 
men  outside  the  factories.”  (‘) 

(')  Pagi's  121-122. 

Ho  is  not  (luite  so  happy  in  his  treatment  of  miscellane- 
ous expenses,  of  which  he  asserts: 

“The  classification  of  the  various  entru‘s  un<h‘r  this  lu'ading 
in  the  1004  census  .showed  that  no  less  than  -SO  per  eent  of  this 
expen.se  was  a capital  charge,— rent  of  offices,  rent  of  land,  in- 
surancf*  and  the  like.” 

Ho  iulinits  tliat  it  was  a cliarso  against  the  maiiufaeturor, 
but  j-osardins  it  as  illogitimato,  roduoos  “tbo  amount  for 
logitimato  miscpllanc'ous  pxpoiisos  to  14  per  cent  of  the 
total  siven.”  That  is,  in  aseertainins  tlie  division  between 
the  lahorer  and  the  inanufaetnrer,  he  refuses  to  allow  SO 
per  eent  of  the  miseellaneous  exp(>nse  of  nearly  two  billion 
dollars  as  an  expense'  and  thus  retains  it  as  a part  of  the 
“net  lerotit.”  Adeepiate  aecmintaney  would  reciuire  that 
it  he  thrown  out  to  aseertaiii  the  “net  (erofit,  ’ by  which  Mr. 
Client  apparently  means  net  iiroduet.' 

(>)  Pa^c  122. 

Consistency  would  also  reciuire  that  Mr.  (ihc'ut  concede 
that  all  the  items  of  expemse  that  the  census  enumerates, 
c'x'cc'pt  royalties,  use  of  patents  and  insurance,  are  like  the 
cost  of  raw  materials  in  that  they  involve  the  toil  of  men 
outside  the  factoric's.  Thus  travelinf^  ex])ensc's  form  the 
rc'vemu's  of  railroads  and  hotels,  advertising;  the  revenue's  of 
the  printing,  and  pnhiishins  trade's,  rc'pairs  to  hnildinfis  and 
machinery,  t he  revenue's  of  the  hiuldiiu!;  and  machinery  t rades, 
and  in  all  of  these  the  larger  portion  of  the  net  product  will 
be  found  going  for  services. 

R(*nt  of  offices  luid  buildings  is  primarily  a payment  to  a 
capitalist.  The  capitalist  has  advane'cel  moiu'y  to  jiay  the 
workers  who  e-onstniete'd  the  Imildinf!;,  and  the  men  who 
furnislu'd  the  material  whieh  was  nsc'd  in  the  hmlelms. 
'nironsh  every  dollar  of  rent  wliie'h  he  ree^eivc's  for  the 
huildinn  itself  runs  the  same  general  division  between 
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laborer  and  capitalist  as  obtains  in  the  trades  represented. 
The  toil  of  men  outside  the  factory  is  involved  here  also. 

Mr.  (ihent  treats  the  subject  of  salaries  rather  cavalierly. 
Adniittinj:  that  superintendence,  designing,  planning  and 
clerical  work  are  essential  to  production,  he  nevertheless  re- 
gards one-half  of  the  salaries  reported  in  manufacturing  as 
disguised  profits.  He  makes  what  he  terms  a fair  guess 
that  two-thirds  of  the  salaried  emphn'ees  were  actual 
workei's  and  that  they  received  about  one-half  of  the  salar- 
ies. This  is  pure  assumption.  In  onh'  one  industry,  the 
railrotuls,  are  salaries  by  classes  of  employees  reported  with 
the  care  which  would  enable  Mi\  (Ihent  \o  make  his  separa- 
tion of  the  drones  from  the  workers  and  examination  of  the 
figures  shows  that  the  high-salaried  general  officers  draw 
less  than  two  per  cent  of  the  total  railroad  pay-roll,  as  will 
be  demonstrated  in  its  proper  jdace  in  this  discussion.  It 
is  (juite  possible,  also,  that  a few  of  these  railroad  officials 
would  be  al)le  to  convince  Mr.  (Ihent  that  they  are  reason- 
ably hard-W(»rking  mvn  and  of  some  value  to  their  industr}\ 
Mr.  ( ihent 's  conclusion  is  that  the  wage-earning  workers 
and  their  “salaried  auxiliaries''  received  48.8  per  cent  of 
the  net  pr<Hluct,a  finding  which  is  considerably  vitiated  by 
his  treatment  of  both  salaries  and  miscellaneous  expenses. 

An  allied  article  by  Mr.  Cihent  in  the  same  handbook  is 
headed  “Larger  Share  to  C'apital”  and  undertakes  to  show 
that  an  increasing  share  of  the  value  produced  is  going  to 
capital.'  Later  we  shall  give  an  analysis  of  the  census  re- 
{>)  Pugos  124  125. 

turns  that  ilistinctly  tends  to  disprove  this  but  for  the 
present  it  is  necessary  only  to  show  wherein  Mr.  (Ihent  has 
erred  in  his  table.  He  (piotes  for  all  industries; 

Vvr  C\*nt  Iiicroas(‘  in  Ten  Vearti 


Numb(‘r  of  Wage'  Karners 40  4 

Value  (»f  l*ro<luets SI  2 


He  fails  to  (piote; 


Wage  I*ayin(‘nts.  . 

(’apital  Ktiiployo‘1 

(a)st  of  Materials 

Value  Ai(l»‘<i  by  Manufaeture. . 


Per  (’ent  Increase  in  'Pen  Years 
70  n 
10.5  4 
H4  7 
70.0 


Mr.  (Ihent  is  one  of  the  ablest  and  fairest  of  the  Socialist 
leaders  and  one  of  their  b<‘st  statisticians,  but  the  |>revailing 
obsession  that  tlu>  (lifT(‘renc('  hotwpon  lalior  cost  and  selling 
price  rejiresents  eni]iloyer’s  profit  is  apt  to  get  hold  of  him. 
The  inerease  in  wage  ])ayments  and  cost  of  materials  between 
1S‘)0  and  KMU)  wonld  naturally  reflect  itself  in  the  value  of 
the  products  to  about  the  extent  of  which  he  complains  as 
unjust  to  the  worker,  without  ncccs.sarily  increasing  the  re- 
turns to  capital.  The  value  of  products  might  have  in- 
creased faster  than  the  number  of  wage-earners  and  the 
employer  might  he  and  j)rol)ahly  was  doing  business  on  a 
narrower  margin.  A jieriod  of  rising  prices  is  also  neces- 
sarily a period  of  rising  costs. 

“Income”  is  the  striking  and  suggestive  title  of  a new 
book  by  Dr.  Scott  Nearing  (The  Macmillan  Co.,  New  York, 
May,  191.0).  Dr.  Nearing’s  iirevious  books  manifest  a deep 
symi)athy  for  the  irroblems  that  face  the  wage-earner  and  a 
conscientious  care  that  entitle  his  figures  to  he  used  with 
confidence,  llis  new  work  is  an  examination  into  the  re- 
turns fi’om  services  rendei'C'd  and  from  property  owned  in 
the  United  States  with  the  avowed  intention  of  ascertaining 
whether  the  worker  is  receiving  his  rightful  share.  The 
work  of  this  committee  jiarallels  to  some  extent  in  its  sta- 
tistical analysis  the  work  of  Dr.  Nearing.  The  latter,  how- 
ever, pays  more  attention  to  ascertaining  actual  service 
income,  and  his  treatment  of  property  income  is  an  effort 
to  discover  the  exact  returns  upon  capital  which  through 
dividends  and  interest  becomes  expendable  income.  This 
repoit,  on  the  other  hand,  deals  with  the  general  division 
of  net  industry  earnings  between  labor  and  capital,  and  by 
reason  of  the  character  of  the  available  statistics  is  obliged 
to  deal  in  the  main  with  the  gross  return  to  caj)ital.  Dr. 
Nearing  (piotes  aiiprovingly  Dr.  F.  11.  Streightoff  as  stating 
that  in  eight  large  .Unerican  industries,  employing  over  three 
million  lahon'rs,  th('  share  of  labor  is  (il  per  cent  and  of 
capital  :I9  p('r  cent.'  In  the  paragraph  (|Uoted  from  Dr. 

(>)  “Income"  (pnge  This  elmpter  of  Dr.  Xenring’s  work,  as  ori- 

uinallv  piihlished  in  (inarlerlv  I’nhlii'ations  of  the  Aineriean  Statistieal  .tsso- 
eiatio'n  Sept.,  I‘.U4,  nmler  the  title  “.Sorviee  Im-oine  ami  Property  Ineoine 
iucluilcs  Dr.  t;ibl(*  (‘(mtainintf  the  <l:itii  for  this  conclusion,  the 

table  boinn  missiny;  from  the  chapter  when  published  in  book  form. 

Streightoff  is  mentioned  Dr.  Spahr’s  conclusion  in  the 
“Essay  on  the  Pre.sent  Distribution  of  Wealth  in  the  United 
States”  that  hO  pt‘r  cent  of  the  national  incomes  in  Basel, 
France,  Saxony,  the  United  Kingdom  and  the  United  States 
goes  to  labor  and  40  per  cent  to  capital. 

Dr.  Nearing  himself  considers  the  present  data  for  the 
sei):iration  of  service  income  from  property  income  incom- 
plete and  finds  most  census  returns,  particularly  those  for 
manufacturing,  disappointing,  in  giving  him  no  clue  to  the 
net  income  of  capital  corresponding  to  the  dividends  and 
interest  of  coriiorations.  They  “contain  hut  a partial  analy- 
sis of  the  (lisi)osition  of  the  values  derived  from  manu- 
facturiug”  is  his  comment  on  the  1S99  factory  figures,  and 
he  turns  by  ]ireference  to  state  reiiorts  and  to  the  reports  of 
large  manufacturing  coriiorations.  But  while  cautious  about 
giving  percentages,  his  generalizations  arc  frctiucnt  and  agree 
with  those  of  this  committee.  Approximately  one-half  of 
the  gross  receipts  of  transiiortation  agencies  is  paid  out  in 
the  form  of  servict'  income  (wages  and  salaries).'  In  gen- 

(M  “ liicnme,”  p:iy;r  4S. 

oral,  tlu>  conclusions  which  apply  to  flic  railroads  are  equally 
atiiiiicahle  to  street  railways  and  other  public  utilities.'' 

(2)  “ Incoim-,"  pniio  U). 

.\hout  one-half  of  the  value  added  in  manufacture  goes  for 
services,  and  the  proportion  paid  to  property  is  very  much 
less,  although  no  defensible  statement  may  he  made  in 
figures.  Of  the  gross  manufacturing  income  one-fifth  goes 
for  services."  In  mining,  the  proportion  of  service  income 


(•■*)  “ Income,”  p:i^o 

to  property  income  is  about  4 to  1 .'  .Vmong  the  great  indus- 
(>)  •‘Income.”  pu^ic  50  51. 

tries,  aliout  one-half  the  value  created  by  manufacture,  or  of 
the  etiuivalent  of  that  term,  is  paid  out  as  wages  and  .salaries 
with  a less  iiroiiortion,  in  many  instances  considerably  less 
for  inteivst  and  dividtmds.'-'  There  is  a demonstrable  re- 

(=)  " Income,”  pri^e  51. 

lation  lietween  stMvice  and  proiierty  incomes  hut  no  H.xed 
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rate  that  will  hold  true  for  all  industries,  or  throughout  any 
one  industry.^  \\  ith  these  general  conclusions,  the  coiu- 
(®)  “ Income,”  pajjes  .51-52. 

mittee  agrees,  and  believes  that  Dr.  Nearing  will  agree  with 
its  findings. 

A careful  examination  of  many  standard  works  on  wage 
questions  has  failed  to  disclose  any  attempt  t()  deal  scien- 
tifically with  this  question  other  than  those  mentioned. 
Leading  economists  who  were  a])pealed  to  knew  of  no  othei*s. 

FIGURES  FOR  OTHER  INDUSTRIES 
The  census  for  mines  and  (|uarries  furnishes  us  another 
set  of  statistics  of  importance,  covering  as  they  do  the  work 
of  over  1,100,000  employees  in  1000.  Actively  producing 
proi^erties  only  are  considered  here.  Tlu'  returns,  treated 
on  the  same  principles  that  were  applied  t(»  the  returns  for 
manufactures,  yield  somewhat  similar  percentages.  Inas- 
much as  the  factory  figures  were  so  exhaustively  discussed, 
it  seems  unnecessary  to  repeat  the  entire  analysis  here. 

U.  S.  MIXES  AND  QrARHlES— HtOO  C) 

(0  Table  2,  page  541,  .\bstract  of  the  Thirteenth  CVn.<us  (UUO). 

(Producing  Enterprises  Only) 

Gross  Production Sl,2aH.4lO,d22 

Expenses: 

Salaries .>^,a9a,5.51 

Wages < ^4.0*9 

Supplies  and  Materials 247.S(>a..?04 

Royalties  and  Rent  of  Mines 

Contract  Work 2S.SS7.S9S 

Miscellaneous  bl,747.27ti 

rirnss  Pmdnet 1.2.IS,4U),.122 


Ciross  Product 1 .2.5S.4 1 1 ),.r— 

Less  Su])]jlies,  Materials,  Contract  \\  ork  and 

Miscellaneous  .{.tS.i>OI,47S 

Net  Product §S99.tM)S.S4-l_ 

Wages  and  Salaries  . , $(>40, 1 (>7.0.40  71^^ 

Rents,  Royalties  and  Profits  2.59,741.214  29% 

The  closeness  of  the  results  to  the  pereeaitages  for  maim- 
factuiP  will  bp  fouml  notinvorthy.  Fiirtlu'r  analysis  mi»;ht 
alter  them  slightly.  Contract  work,  if  analyzed,  would  be 
found  to  consist  principally  of  services,  which  woidd  he 
added  in  the  wages  and  salaries  cohinin.  .Vs  to  the  2!)  pei 
cent  for  royalties  and  profits,  it  must  he  rememl)ered  that 
when  a mine  is  exhausted,  the  entire  ea])ital  it  rejiresents  has 
usually  disappeared,  so  that  in  mining,  it  is  necessary  to 
write  off  each  year  part  of  the  value  of  mining  in-ojierty 
owned.  The  percentage  set  apart  for  the  mine-owners  in 
the  above  table  is  still  subject  to  allowance  for  dein-eeiation. 

The  operations  of  another  great  industry,  the  steam 
railroads,  which  employed  in  1910, 1 .or)!,,")?!)  ])ersons,  are  not 
covered  by  the  census  reports,  but  for  a number  of  years 
the  Interstate  Commerce  rommission  has  iniblished  statis- 
tics of  railroads  annually.  The  uniform  system  of  account- 
ing prescribed  by  the  commission  undoubtedly  makes  these 
figures  more  accurate  than  tho.se  concerning  manufaeturcs. 
Blit  as  the  operations  of  railroading  differ  from  those  of 
manufacturing  enterjirises,  tlie  iniblished  figun's  are  in  some- 
what different  form  from  those  given  liy  the  census  for 
manufactures.  We  cannot  make  so  accurate  and  satisfac- 
tory a distinction  in  railroad  figures  between  miscellaneous 
expenses  and  materials  as  in  the  ease  of  manufactures.  It 
is  not,  however,  a difficult  matter  to  determine  the  aggiegate 
income  divisible  between  capital  and  labor  and  the  share 
which  goes  to  each.  For  the  purpose  of  comparison  with 
the  manufacturing  figures  we  have  used  in  the  following 
statement  the  railway  figures  for  1909. 

KAILHOADS,  HK)<)(>)  __  _ 

OperatiiiK  Revcmies  » S2,41S,(w 

IjCss  Taxes $S.),1.49,.>o4 


( )perat  ing  Expen.ses  ( )t !ht 

than  Labor (ill, 119.719 

Income  Divisible  Hetween  (’apital  ami  Labor... 
Labor 

Remaining  to  Capital 


(>'.Mi.2.59,270 

$1,722,41S,2(>S 

9ss.;42:4,r.94 

$7:14,091,574 


(*)  Interstate  C’dinmercc  (•oiimiissiim,  2‘2nil  Aimiial  liep'"  ' ‘‘f 
of  Railways  in  the  United  Slates,  for  the  year  ending  .Imie  .10,  l.lO.t 

It  seemed  proper  for  the  ])urpose  of  tliis  report,  wliieh 
is  to  determine  if  practicable  the  respective  shares  of  lalror 
and  capital  and  not  to  present  a eompli'te  view  of  the  aggre- 
gate operations  of  any  industry,  to  confine  the  analysis  of 
the  railway  accounts  to  the  operating  revenues,  other  rev- 
enues derived  from  investments  being  exeludi'd.  In  the 
form  in  which  the  accounts  arc  stated  the  operating  expenses 
are  divided  into  a large  number  of  separate  accounts,  some 
of  which  refer  to  services,  others  to  purchases  of  materials 
for  the  locomotives  and  trains,  and  still  others  to  advertis- 
ing, printing  and  the  like,  items  which  in  the  manufaeturing 
statistics  are  classed  as  miscellaneous  expenses.  The  whole 
expenditure  attributed  to  labor  is  not  taken  from  the  item- 
ized account  but  from  a general  statement  in  anothi'f  por- 
tion of  the  report  in  regard  to  the  aggregate  payroll  of  the 
railroads  for  the  year.  The  expenses  of  oiteration,  otlier 
than  labor,  fall  into  one  of  the  two  classes  id  imrehased 
materials  or  miscellaneous  expenses,  the  only  item  of  mis- 
cellaneous expense  which  is  stated  as  distinct  from  other 
operating  expenses  being  taxes.  In  our  analysis  we  have 
proceeded  by  the  same  method  as  in  the  consideration  of 
the  manufaeturing  returns.  From  the  gross  revemio  there 
has  been  deducted  the  amount  itaid  in  taxes  and  the  amount 
paitl  for  operating  expmises  otlter  than  laltor.  The  result 
of  this  subtraction  constitutes  the  income  divisilth'  between 
capital  and  labor,  and  is  in  every  respect  parallel  to  the  cor- 
responding product  of  manufactures.  Translated  into  per- 
centages the  figures  given  above  show  that  of  tlie  total 
operating  income  of  the  railroads  which  is  divisible  Itetwoen 
capital  and  labor  the  share  of  laltor  is  'iT.d  per  cent,  and  that 

of  capital  42.(5  ]ier  cent. 

Here  a comparison  is  itossiltle  witli  the  figures  assembled 
by  the  railroads  themselves.  The  itrinciital  comitanies,  :i(iS 
in  number,  maiutaiu  the  Bureau  of  Railway  News  and 
Statistics  for  the  purpose  of  presenting  their  views  on  rates 
and  regulation.  The  memlx'r  companies  render  to  the 
bureau  the  same  reports  as  to  the  Interstate  ('ommeree 
Commission.  While  tlie  bureau  exists  to  furtlier  the  rail- 
road interests,  its  statistics  are  in  tlie  main  fair  and  accurate*. 
Treated  by  the  same  method  as  the  eommission’s  fipires 
given  above,  they  apportion  r)S.2  iier  cent  of  tlie  divisible 
hieome  to  labor  and  41  .S  iier  cent  to  ca))ital.  The  dillerenee 
between  the  two  sets  of  pc'reentages  is  frnetional,  and  seems 
to  be  fully  accounted  for  liy  the  fact  that  the  bureau  re- 
ceived reports  from  systems  operating  221, FI2  miles  ot  line 


in  1909,  hut  did  not  cover  11,870  miles  of  minor  lines  report- 
ing; to  the  commission  hut  not  to  the  hureau. 

The  hureau  presents  the  hjllowing;  statement  for  1909: 

Statement  of  Distribution  of  Cross  Eurninps  of  221,132  miles  of  line  in 

HMM»:  , ^ 

(rVoin  the  “ Railway  I.ibrary”  for  IIMIO,  page  3t)2) 

Pay  of  Employees §t>73,174,419 

Fuel  for  Locomotives 1H4, 359,1 12 

Oil  and  Water  for  Locomotives 19,951,1S4 

Mat(‘rials  and  Supplies 219,493, 02H 

Rent  of  E(|uipment,  etc ;)4,()3S,243 

I^oss  and  Damage 59,379.042 

Miscellancfms  P) (iO, 140,242 

Taxes  (-) HS.53 1.500 

Rt'iilals  of  Ijeasf'tl  Roads 114,903.030 

Interest  on  Dt'bt.  Funded  and  (’urrent 3I5,SH4,HS4 

Dividends I7t,t)07,55(l 

Deficits  of  Weak  (’ompani<*s 20.223, 24ti 

Betterments,  ResfTves  and  Sundries 47,494,7o4 

Surplus 4S,3S4,Ht»4 

(*)  Totai.  (Cross  Earnings) ^2.375,141,704 

(*)  Legal  expenses,  advertising  and  insurance  are  included  under  ‘‘Mis- 
cellaneous”; stationery  and  printing  urnh'r  "Materials  and  Supplies.” 

(*)  Includes  taxes  jiaitl  by  Icasetl  lines  and  detlucted  from  rent. 

(*)  An  ai>parent  error  of  i?2  in  addition  to  the  original  total  has  been 
correct(‘d. 

The  same  method  as  hithert<»  used  would  indicate  the 
following:  distribution: 

( Iross  Earnings S2.375, 141 ,704 

Less  Certain  Expenses: 

Fuel  for  Locomotives S1S4,359,112 

Oil  andWater  for  Ijocomotives  19,951. 1S4 

Materials  and  Supplies 219.403.02K 

Rent  of  E(piipm(*nt,  etc 54.0:iS,243 

IjOss  and  Damage 5i),:i79,042 

Miscellaneous 00, 140,242 

Taxes KS.531,50<>  0S,3,40H,417 


0S,3,40H,417 


Income  Divisible  Between  Capital  and  Labor 
Less  Deficits  of  Weak  (’ompanies 


§1,()91,073,:U7 

20,223,24ti 


Net  Divisible  Income $1,071. 4;>0, 101 

To  Employees: 

Wag4‘s  and  Salaries tt73.174.4l9  5.S  2*  t 


To  Capitalists: 

Rents  of  Leased  lanes $1 14,t*03,ti:{0 

Interest 315.KH4.SH4 

Dividemls !7I,(i07,550  002,390,(M>4 — 30  1% 

Reservtal  for  Depreciation: 

Betterments,  Re.servcs  and 

Sundries 47,494,/54 

Svirplus 4S,:5H4.K()4  95,K79,01S—  5.7% 

No  such  traditioiuil  and  usual  allowance  for  depreciation 
as  obtains  in  manufacturing  industries  is  recognized  in  rail- 
road aeeounting.  The  expenditures  for  maintenance,  whether 
of  permanent  way,  structures  or  e(iui]3ment,  vary  according 
to  the  needs  of  the  ease,  the  financial  condition  of  the  com- 
pany,  and  general  business  conditions,  (’ertain  recognized 
standards  of  maintenance,  essential  to  safety  or  efficiency, 
cannot  l)c  saiely  avoiiled  for  long,  hut,  in  general,  railroad 
aeeounts  make  no  set  allowance  for  depreciation.  So  much 
money  is  reixu'ted  as  spent  for  maintenanee  and  charged  to 
oijcrating  expenses.  In  1999,  for  the  221 ,132  miles  reported 
ujH)!!  by  the  railway  bureau,  the  Railway  News  Library 
(page  392)  gives  the  following  expenditures: 

Maintenance  of  Way  ami  Strneinres *299,757,0^ 

Maititenanee  of  I'ainipnaMit .i.58,747,371 

*(>.•>8, 7)04,448 

This  is  slightly  under  r>  jier  cent  on  the  net  capitalization 
of  the  same  398  companies,  as  reported  by  the  same  authority 
(page  338). 

These  are  maintenanee  exjtenses,  not  charges  for  dejire- 
eiation.  They  do  not  dispose  of  obsolescence,  which  fre- 
(piently  has  to  be  met  by  the  issue  of  new  capital.  The 
Interstate  Commeree  ('ommission,  following  the  lead  of  the 
railroads  themselves,  makes  no  adetiuate  provision  for  this 
expense.  If  we  count  the  surj)lus  out  (3f  earnings  as  an 
addition  to  the  share  of  capital,  we  are  not  making  sufficient 
allowance  for  the  depreciation  which  that  surplus,  in  the 
case  of  many  roads,  is  intended  to  offset  as  a loss  to  the 

capitalist. 

There  are  a few  conspicuous  instances  of  “ melon-cutting” 
out  of  surplus,  but  prudent  railroad  managements  hold  sur- 
plus intact  for  the  future  needs  of  the  road,  and  for  mainte- 
nance of  dividend  payments  in  times  of  depression.  Expe- 
rience shows  that  when  a railroad  begins  to  pay  dividends 
from  sun)lus,  it  soon  has  to  i)ass  dividends  for  lack  of  ready 
cash,  and  there  are  some  pointed  examples  of  the  woeful 
results  of  paying  to  the  stockholders  in  undidy  high  dividends 
(>arnings  which  were  needed  for  the  maintenance  and  devel- 
opment of  the  property. 

For  this  reason  we  have  set  aside  for  depreciation,  in 
addition  to  mere  maintenanee  charges,  the  entire  surplus 
rei)orted.  have  also  s<>t  aside  as  an  offset  to  deprecia- 

tion the  entire  (‘Xj)enditures  for  hetterments,  because  out  of 
this  fund  must  come  many  of  the  expeiulitures  retpiired  from 
the  railroads  by  the  public  demand  for  sightliness,  con- 
venience ami  increased  safety.  The  investment  of  a por- 
tion of  a railroad’s  net  earnings  in  handsome  buildings,  track 
elevation,  electrification,  improved  signal  systems  and  like 
hetterments  may  add  to  the  taxable  value  of  its  property 
without  in  the  slightest  increasing  revenues.  Indeed,  some 
of  these  very  hetterments  may  involve  increased  expense  in 
maintenance  or  ojicration  in  return  for  which  the  companj 
can  benefit  only  in  increased  prestige  or  goodw  ill. 

The  treatment  of  remt  of  eepupment  and  rent  of  leased 
lines  has  been  difficult  and  may  provoke  criticism  from  more 
than  one  direction.  Rent  ol  eciuipment  has  been  se])arated 
as  an  exjiense  on  the  same  j)rineiple  that  rent  of  buildings 
used  in  manufacturing  has  been  deducted  as  an  expense. 
It  is  jn'imaril}'  a jjayment  to  eaiiitalists  who  have  advanced 
money  to  purchase  for  the  railroail  the  use  of  the  products 
of  outside  industries.  Through  this  item  of  rent  of  equi|>- 
meiit  runs  the  same  genei’al  division  l>etween  laborer  and 
capitalist  as  obtains  in  the  iiulustries  rei)resented.  The 
labor  has  been  reejuited  at  the  moment  of  expenditure,  but 
this  iiaymeut,  during  the  process  of  manufacture,  of  the 
labor  involveil  did  not  finally  blot  out  the  labor  cost.  This 
cost  has  been  passed  along  from  its  original  purcha.sers  (Rie 
ear  and  locomotive  huikling  companies,  etc.)  to  those  owning 
the  road,  to  be  paid  by  them  in  annual  instalments  in  the 
shape  of  interest  on  some  form  of  e(iuipment  notes.  It  does 
not  remain  within  the  railroad  industry  to  he  divided  be- 
tween railroad  labor  and  capital. 

Similarly,  of  course,  the  item  for  rent  of  leased  lines, 
which  does  remain  within  the  railroad  industry,  rejire.sents 
for  the  larger  part  original  heavy  expenditures  for  labor. 
But  when  set  down  in  a primary  division  of  net  railroad 
earnings,  the  art  of  the  accountant  fails  to  show  this.  Tlie 
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payments  for  rent  of  leased  lines  are  made  primarily  to 
capitalists,  who  at  some  time  advanced  their  capital  to  pay 
for  labor  and  materials  necessary  for  the  construction  and 
equipment  of  those  railroads.  These  indirect  or  concealed 
labor  costs,  which  in  the  case  of  any  commodity  or  service 
impinge  upon  immediate  and  visible  labor  cost  at  eveiy 
moment  of  manufacture,  transportation  or  trade,  make  us 
realize  the  impossibility  of  determining,  with  final  accuracy, 
what  share  does  go  to  the  labor  consumed,  indirectly  as  well 
as  directly. 

The  very  item  of  interest  on  bonds  and  other  railroad 
indebtedness  is  surely  a |)ayment  to  capital  primarily,  ,yet 
if  analyzed  conceals  labor  charges  paid  during  the  period  of 
construction,  as  the  dividends  paid  to  stockholders  in- 
clude not  only  the  profits  of  management  but  a return  u|)on 
the  capitalized  cost  of  construction.  A more  scientific  and 
extended  treatment  of  the  subject  than  is  possil)le  here  is 
called  for  before  we  can  assert  that  the  intricacies  involved 
have  been  comi)letely  explored.  The  difficulties  of  such  an 
analysis  with  respect  to  an  industry  so  complex  as  the  rail- 
road business  are  peculiarly  baffling.  In  it  are  re])resented 
several  classes  of  capitalists,  such  as  stockholders  and  bond- 
holders both  in  owned  and  leased  lines,  and  it  seems  that 
the  rentals  paid  to  lines  under  lease  are  in  some  cases  sub- 
ject to  deductions  for  rents  of  other  roads  and  facilities  of 
which  these  leased  lines  are  the  lessees,  for  additions  and 
betterments  charged  to  income,  for  sinking  fund  charged, 
and  for  hire  of  etiuipment. 

A dollar  of  raih’oad  revenue  is  subject  to  such  minute 
division,  some  of  it  for  capital  and  labor  immediately  em- 
ployed, and  some  of  it  for  service  rendered  half  a century 
ago,  and  it  passes  through  so  many  hands  in  the  process  of 
being  distributed,  that  final  analysis  here  is  hopeless.  The 
best  assurance  that  the  final  division  between  labor  and 
capital  is  not  unjust  to  the  laborer  lies  in  the  conceded  fact 
that  in  recent  years  railroad  wages  have  been  noticeably 
liigher  than  in  other  industries  reciuiring  e(|ual  training, 
while  for  the  past  few  years  at  least  railroad  dividends  have 
been  visibly  on  the  decline.  Railroad  capital  per  employee 
in  1909  was  $8,700  per  capita  as  against  $2,7S(i  per  capita 
in  manufacturing.  If  the  share  of  capital  in  railroad  earn- 
ings seems  higher  in  percentage  than  in  manufacturing  in- 
dustiies,  the  heavier  jiroportionate  re(|uirements  for  capital 
accounts  for  it  full3\ 

Statistics  similar  to  those  for  railways  have  been  pub- 
lished from  time  to  time  by  the  Interstate  Commerce  ('om- 
mission  for  operations  of  the  express  companies.  The  aggre- 
gate of  such  operations  is  of  course  trifling  in  comparison 
with  that  of  the  railroads.  From  the  official  report  of  1909 
we  may  select  the  following  figures  which  have  a bearing 
upon  the  j)articular  inquiry  in  which  we  are  engaged. 

KXPHKSS  ('OMPAMKS.  1909  (‘) 


UovHiuos 

L(‘ss  Kxpross  Privili‘<i(‘s. . . , 120  (>9 

Taxt's 90ti,r)19  If) 

Op«*ratinK  Kxp(*nscs  Othor  than 

Labor 21. 272, 9:50. 7 1 


§;i22,o99,nK)  92 


80,212,582.55 


Income  Div'isiblo  Capital  ami  Ij;ibor.  40,280,008.47 

Labor 24,999,118.58 


Hcmaininj?  to  Capital 


$11,287,489.89 


(')Tlu*  figures  for  1909  were  tak(*ii  from  the  Interstate  Commerce  Com- 
mission’s second  annual  r<‘port  of  the  statistics  of  express  companies  in  the 
Uniteil  State.s  for  th(‘  year  ended  .lune  20,  1910. 


The  method  followed  in  the  foregoing  statement  is 
exactly  parallel  to  that  in  the  case  of  railroads.  The  income 
divisible  between  capital  and  labor  is  found  by  deducting 
from  the  operating  revenues  the  payments  to  the  railroads 
for  express  })rivileges,  the  taxes  and  the  operating  expenses 
other  than  labor  costs,  some  of  which  represent  miscellane- 
ous expenses  and  some  of  which  re])resent  jiurchases  of  sup- 
plies and  equiimient.  It  has  seemed  pro]>er  to  leave  out  of 
the  consideration,  for  the  purpose  of  this  calculation,  the 
considerable  income  which  the  express  coinjianies  derived 
from  investments,  as  this  has  nothing  to  do  with  the  opera- 
tions. It  results  from  these  figures  that  of  the  income  divi- 
sible between  capital  and  labor  75.5  })or  cent  goes  to  labor 
and  24.5  per  cent  to  capital. 

Similar  in  their  general  purport  are  certain  figures  which 
have  been  pul)lished  by  the  American  Telephone  and  Tele- 
graph Company.  In  their  report  for  1911  there  is  printed 

(q  Annual  Report  of  the  I)ir(M*tors  of  the  American  Telephone  and  Tele- 
graph (kmipany,  to  the  StoeklioMers,  for  th«‘  y<‘ar  ending  December  21,  1911, 
page  18. 

an  interesting  diagram  showing  the  disposition  of  the  gross 
revenue  of  the  Boll  System  in  the  year  1911.  This  diagram 
gives  comparisons  only  and  not  the  actual  figures.  It  shows 
a disposition  of  the  gross  revenue  as  follows; 


Salaries  and  Wages 

Interest  ami  Diviih‘iids 

Surplus 

Materials,  Kent,  Tra\’eling,  et<; 
Taxes 


50  per  cent 

19  “ 

(i  “ 

20  “ “ 


To  make  these  figures  comparable  with  those  previously 
given,  we  should  deduct  from  the  aggregate  the  expenditures 
for  taxes  and  for  materials  and  supplies.  If  this  be  done,  we 
have  a total  of  75  per  cent,  representing  the  return  to  labor 
and  to  cajiital,  50  per  cent  or  two-thirds  of  this  amount  go- 
ing to  labor,  and  25  per  cent  or  one-third  going  to  capital. 
With  res])ect  to  the  significance  of  these  figures  the  company 
makes  the  following  comment: 


“The  diagram  shows  the  distriltution  of  the  gross  rovcMUies 
recoived  from  the  i)ublie.  Proliably  no  imlustry  of  national 
seo]>e  pays  back  to  the  same  eomimmities  a larg(‘r  pere<‘iitage  of 
the  revenues  that  it  receives  from  tluun.  Salarie.s,  wages,  taxes, 
maintenanee  ami  oth<*r  op('rating  expenses,  are  distributt'd  very 
closely  in  ])roportion  to  the  amounts  paul  for  t(‘lephone  service, 
while  the  amount  paid  in  dividends  and  interest,  19  per  cent  of 
the  whole,  was  distributed  ov('r  the  whoh'  country.’’ 


In  the  foreKoins  paragraph.'^  we  liave  hroufiiht  togiether 
all  of  the  material  which  has  eoine  to  our  knowledge  which 
l)erniits  an  aijproximation  of  the  relative  share  of  capital 
and  labor  in  their  joint  product.  In  so  doing  we  have  exam- 
ined the  statistics  covering  over  1(),()00,(H)()  wage  and  salary 
earnei-s,  or  more  than  25  per  cent  of  the  gainfully  emjiloyed, 
and  probably  a majority  of  those  who  worked  for  wages  and 
salaries.  No  important  addition  could  he  made  unless  it 
were  iiossihle  to  carry  out  the  same  investigation  in  agricul- 
ture. Hut  here  jiarallel  statistics  are  lacking,  dhis  field  of 
activity  employeil  in  1010,  0,143,700  laborei’s.  The  em- 
ployem  or  farmers  mnnhered  0,002,282  and  as  many  of  them 
are  manual  workers  as  well  as  small  capitalists,  it  will  he 
seen  that  it  would  be  extremely  difheult  to  establish  in 
agriculture  the  relation  of  wages  to  the  product. 


■A 
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In  general  the  figures  show  that  there  are  certain  charges 
in  every  industry  which  are  essential  and  indispensable  and 
which  must  be  made  from  the  gross  product  of  the  industry 
before  it  can  be  ascertained  how  much  remains  for  division 
between  capital  and  labor.  After  these  have  been  deducted 
the  remaining  income  seems  to  be  divided  about  in  the  re- 
lation of  two-thirds  for  wages  and  salaries  and  one-third  for 
interest  and  profits,  out  of  which  latter  the  recipients  must 
sooner  or  later  provide  for  depreciation. 


A PREVALENT  STATISTK'AL  ERROR  IN  CT’RRENT 

DISCUSSIONS. 


The  conclusion  that  two-thirds  of  the  net  jmuluct  in 
American  industries  is  paid  for  services  and  one-third  for  in- 
terest, profits  and  depreciatif)ii  runs  counter  to  a large  and 
persisting  volume  of  popular  discussion  in  which  a totally 
different  division  is  assumed  as  a basic  fact. 

One  of  the  most  common  statistical  errors  which  are  afloat, 

- the  statement  that  the  average  worker  receives  in  wages 
only  one-fifth  or  thereabouts  of  what  he  produces  -furnishes 
a striking  example  of  this.  As  a statement  of  the  division 
between  capital  and  labor  of  the  net  wealth  ])roduced  in 
industry  it  is  upon  its  face  absurdly  untrue.  Yet  it  has 
attained  widespread  circulation  on  both  sides  of  the  Atlantic, 
is  met  with  constantly  in  periodical  literature  of  certain  de- 
scri])tions,  is  constantly  being  (pioted  on  the  stump,  figures 
in  the  controversies  between  capital  and  labor,  and  it  has 
been  repeated  as  economic  gospel  by  no  less  a personage 
than  the  Vice-President  of  the  Ignited  States  in  a commence- 
ment day  oration  at  a prominent  university. 

A short  time  after  the  juiblication  of  (Vnsus  Rulletin 
No.  150  f 12th  census  taken  in  1!K)0),  it  was  asserted  that  the 
census  proved  the  average  product  per  worker  in  the  manu- 
facturing industries  of  the  United  States  to  be  S2,471,  of 
which  he  receivcMl  .§437  in  wages.  Tlu‘  averages  were  ap- 
proximately correct. (')  The  annual  gross  value  of  ])roducts, 

{*)  ‘‘ Acconiinj!:  to  (Vnsiis  Hiillotiii  Nt>.  t.m  llw‘  uvonijit*  skilhMl  mechanic 
])ro(luc(‘s  ^2,471.(K)  worth  of  jjoods  and  receives  in  wages  but  $437.00.  It  is 
self-<*vident  that  the  laborer's  wage  of  $437.(M)  will  not  buy  back  his  total 
(iroduct  of  $2,471.00.” — “ Hawks  ami  Hen.s,”  puhlisheil  by  W.  F.  Hies,  Toledo, 
Ohio  (page  23). 

The  figures  given  here  cannot  be  derived  from  the  figures  published  in  the 
census  bulletin  referreil  to,  either  in  the  first  eilition  or  in  the  .second,  revised 
edition.  The  figures  which  ri'snlt  from  the  division  of  the  total  product  of 
manufactures  by  tin*  average  number  of  wage-earners  are  according  to  the  first 
eilition,  2451,  ami  m*cording  to  the  seeoml  edition,  244S;  while  the  figure 
winch  results  from  divi<ling  the'  aggregate  wages  paid  by  the  average  number 
of  wage-earners  is  according  to  both  eilitions,  43S.  The  figures  cited  in  the 
text,  and  (piolMl  from  W.  F.  Hies  in  the  note,  can  al.so  be  fouml  in  various 
)wipular  articles  and  pamphlet.s  current  at  tlu‘  time. 

when  divided  by  the  total  number  of  wage-earners,  tloes 
yield  an  average  of  §2,420  and  the  average  annual  wage  is 
correctly  stated. (’)  It  is  true  that  the  statement  contains  a 

(*)  Computed  from  figures  relating  to  fai*tory  proilucts  printed,  page  438, 
.\bstract  of  the  Thirteenth  Census  (1!U0). 

concealment  of  an  important  collateral  fact.  There  were 
also  engaged  in  our  manufacturing  industries  during  the 
census  year  (1S99),  which  is  being  examined,  304, 120  “sal- 
aried officials  and  clerks.”  These  included  superintendents, 
managers,  and  in  many  cases  salesmen,  also  chemists, 
trained  engineers,  draughtsmen  and  other  experts,  so  impor- 
tant to  mechanical  industries  nowadays,  besides  the  mere 
clerical  force.  The  clerical  force,  moreover,  must  have  in- 
cluded not  merely  bookkeepers,  but  stenographers,  and 
keepers  of  cost-records  and  other  statistics  which  are  of 
intense  im]>ortance. 

These  people  added  value  to  the  product  because  they 
were  ])erforming  necessary  duties  which  must  be  continued. 
If  they  were  ]iot  occupying  their  positions,  substitutes  would 
have  to  be  taken  from  the  manually-productiv'e  force  and 
trained  to  new  and  sometimes  difficult  duties,  with  a conse- 
(luent  lessening  of  inoduction  and  a great  increase  of  con- 
fusion. Including  them  in  the  comjnitation  would  reduce 
the  amount  of  product  per  worker  and  raise  the  average 
wage,  but  for  the  pre.sent  this  correction  may  be  dispensed 
with,  because  a more  important  error  is  contained  in  the 
statement  which  will  necessitate  a new  basis  of  comparison 
for  further  reasoning.  The  i^oint  is  touched  upon  here  only 
to  emphasize  the  fact  that  in  modern  industry  there  are  large 
and  important  bodies  of  workers  who  cannot  be  described 
either  as  proprietors  or  ca|>italists  on  the  one  hand,  or  as 
wage-earners  or  manual  laborers  on  the  other.  They  are 
truly  workers,  though  they  work  with  head  rather  than 
hand,  and  are  projjerl}'  to  be  considered  as  producers  and 
wage-earners,  though  their  earnings  are  termed  salaries.  . 

To  retui*n  to  the  wage-earner,  the  annual  product  per 
worker  and  his  annual  wage,  we  have  in  the  foregoing  state- 
ment, that  in  1000  the  product  per  wage-earner  was  §2,471 
or  any  similar  sum, — a statistical  error  of  the  fii'st  magni- 
tude. It  is  also  open  to  criticism  that  in  the  form  in  which 
it  is  usually  stated  the  language  carries  with  it  tin'  inference 
or  assertion,  first,  that  labor  produces  this  entire  product; 
and  second,  that  capital  gets  all  that  labor  does  not  get. 
(’ompressed  into  one  striking  sentence,  it  is  said  that  “the 
laborer  gets  one-fifth  of  what  he  produces  and  is  robbed  of 
the  remaining  four-fifths.”  Such  a charge  is  hurled  at  the 
existing  .social  system  fre(|uently  in  almost  these  very  words 
in  speeches,  books  and  pamphlets.  And  if  it  were  true  it 
could  not  be  repeated  too  often.  Any  social  and  indirstrial 
system  which  consumes  by  waste  or  friction,  or  witliholds 
by  law  or  custom,  force  or  fraud,  four-fifths  of  what  the 
worker  produces,  would  be  self-condemned  by  its  own  rec- 
ords as  intolerably  wasteful  and  intolerably  unjust. 

The  error  lies  in  the  assumption  that  the  |)roce.s.ses  of 
manufacture  produce  the  entire  value  of  the  product  which 
is  delivered  to  the  shipping  room.  Under  this  assumption, 
no  account  is  taken  of  materials.  It  ignores  the  fact  that 
the  materials  have  value  when  they  go  into  the  factory 
which  the  factory  processes  do  not  create.  \\  hen  they  go 
out  of  the  factory  gate  their  value  is  increased  by  the  proc- 
esses  of  manufacture,  but  it  is  the  difference  l)etween  the 
new  value  and  the  original  value  which  represents  the  work 
done  in  manufacturing.  In  1S99  the  materials  used  were 
eciuivalent  to  §1,395  per  wage-earner, (')  and  since  the  |)rod- 

(‘)  (’oinputrd  from  figures  relating  to  faetory  produels  printed,  page  438, 
.\l>straet  of  the  Thirteenth  ('ensus  (1*00). 

nets  were  valued  at  §2,420  per  worker,  th('  tlifference,  §1,025, 
represents  the  value  per  worker  which  manufacturing  has 
produced.  This  is  what  the  census  publications  describe 
as  value  added  by  manufacture  (value  of  products  less  the 
cost  of  materials);  for  brevity  we  have  called  it  the  Added 
Vahu'.  It  was  the  true  product  in  manufacturing  industry 
in  1S99.  It  was  \hv  amount  of  new  wealth  “produced  by 
the  average  wage-earner.’'  It  is  the  extreme  and  outside 
figure  per  wage-earner  for  all  that  he  receives,  j)lus  all  that 
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can  possibly  be  diverted  from  him.  Put  aside  temporarily 
the  question  whether  all  of  it  is  his  unaided,  personal  product. 
If  the  wage-earner  owned  the  factory  and  could  operate  it 
and  market  the  product  without  expense,  so  that  the  entire 
product  belonged  to  him  alone,  this  figure  represents  what 
on  the  average  he  would  get.  If  he  could  make  goods  with 
his  bare  hands  under  the  open  sky,  on  land  that  cost  nothing, 
and  work  as  efficiently  without  tools,  machines,  superintend- 
ence and  clerical  assistance  as  he  does  in  the  costlv  modern 
manufacturing  plant,  he  could  not  pay  himself  more  than 
SI, 025  a year,  if  he  had  to  pay  for  his  materials.  And  if  he 
did  not  set  aside  81,395  per  annum  out  of  his  gross  product 
of  82,420  to  pay  for  his  materials,  who  would  furnish  them? 

The  materials  used  in  manufacturing  plants  are  in  part 
the  products  of  other  factories.  In  these  factories,  value  has 
been  added  to  other  materials,  which  may  have  been  pro- 
cured, either  in  a partly  manufactured  state,  or  as  the  raw 
products  of  farms,  forests  or  fisheries,  or  as  the  crude  or 
semi-crude  products  of  mines,  (juarries  or  wells. 

Most  products  pass  through  more  hands  on  the  way  to 
the  manufacturer  than  between  the  manufacturer  and  the 
ultimate  consumer.  Each  hand  adds  value.  The  farmer, 
the  miner,  the  lumberman,  the  fisherman,  who  produce  raw 
material  that  need  handling  before  consumption,  have  left 
their  mark  on  the  materials  that  enter  the  factory  gate. 
Furthermore,  each  service,  whether  of  trade  or  transporta- 
tion that  goes  to  the  assembling  of  materials  in  a factory, 
adds  value  to  the  materials.  Iron  ore  gains  value  when  it 
is  mined,  again  when  it  is  raised  from  the  mine,  again  when 
it  is  moved  l)y  rail  or  boat  to  the  blast  furnace,  again  when 
as  jfig  iron  it  moves  to  the  steel  mill.  Even  the  horse  that 
draws  the  farmer  s load  of  wheat  to  the  railroad  station  on 
the  way  to  the  flour  mill,  adds  value  to  the  wheat  and  must 
get  his  pay  for  the  service  in  oats.  No  man  is  entitled  to 
point  to  the  per  capita  product  and  say  ‘M  created  this  and 
its  value  is  rightfully  my  wages,”  unless  he  can  show  that 
all  the  value  it  represents  has  been  created  since  it  reached 
his  hands  and  solely  by  him. 

The  assertion  that  the  average  worker  produced  82,471 
a year,  or  any  similar  figure,  in  the  manufacturing  plants  of 
the  United  States  in  1899  is  thus  seen  to  be  an  error  that 
does  no  credit  to  the  intelligence  of  those  who  repeat  it,  yet 
it  has  been  current  for  thirteen  years  and  seems  to  have 
been  left  over  in  another  and  milder  form  from  the  census 
in  1890.  Probably  it  has  been  afloat  for  nearly  twenty-five 
yeai*s,  and  gaining  believers  all  the  time.  There  is  no  excuse 
for  its  origination  or  repetition.  The  census  publications 
explicitly  warn  their  readers  against  this  possibility  of  error.  (*) 

(*)  (Pago  438  of  1910  Abstract,  also  publications  of  previous  yei^rs.) 

The  1910  Abstract  says:  ^‘The  value  added  by  manufacture,  namely, 

the  difference  between  the  cost  of  materials  and  the  total  value  of  products, 
was  :^8,r)29,2()l,(KK).  This  figure  best  represents  the  net  wealth  created  by 
manufacturing  operations,  because  the  gross  value  of  products  includes  the 
cost  of  materials  us(h1,  which  are  either  the  product  of  non-manufacturing 
industries,  such  as  agriculture,  forestry,  fisheries  and  mining,  or  else  are  them- 
selves the  product  of  manufacturing  establishments.  The  value  of  protlucts 
derived  from  this  latter  class  of  materials  involves  a duplication,  inasmuch  as 
the  value*  of  these  materials  has  already  figured  in  the  value  of  products  re- 
ported for  the  establishments  manufacturing  them  in  the  first  instance;  in 
some  casra,  indc(*<i,  where  a given  product  has  passed  through  several  distinct 
stages  of  manufacture  in  different  establishments  before  reaching  its  final 
form,  this  duplication  may  be  repeated  several  times.  Ail  such  duplications, 
as  well  as  the  original  value  of  materials,  are,  however,  eliminated  in  the  figures 
for  value  added  by  manufacture,”  page  438. 

Its  tables  show  the  value  added  by  manufacture  for  all  in- 
dustries, for  specified  industries,  for  each  state  and  for  cities 
and  towns  of  10,000  population  and  over.  Added  \'alue  is 
constantly  put  forward  in  the  returns  as  the  figure  best 
representing  the  net  wealth  produced  by  manufacturing 
industry. 

It  seems  incredible  that  such  an  error  could  escape  in- 
stant repudiation,  yet  it  not  only  attains  circulation,  but 
finds  advocates  who  defend  it  against  criticism.  In  doing 
so,  they  frequentlj^  point  out  that  the  value  of  the  products 
at  the  factory  is  less  than  the  cost  to  the  consumer  when 
sold  at  retail,  and  then  add  50  or  75  per  cent,  or  some  such 
figure,  to  cover  the  cost  of  getting  the  goods  into  the  hands 
of  the  consumer.  Then  because  the  value  of  the  factory 
product,  plus  selling  expenses  and  retailer’s  profit,  again 
looms  considerably  larger  than  the  producer’s  wages,  the 
argument  continues  thus: 

“Now  the  price  of  the  gootls  is  three,  four,  five  times  the 

wages  of  the  man  who  has  made  theni.  He  is  unable  to  buy 

back  the  goods  Ik*  has  produced.  C’onsequeiitly,  tliere  exists 

what  wo  call  over-production.  Raise  the  worker’s  wages  and 

cut  down  his  hours  and  there  will  be  no  over-production  and  no 

panics.  Instead  of  a panic  we  will  have  a picnic,  etc.,  etc.” 

But  in  this,  which  is  merely  briefly  representative  of 
reams  of  the  same  sort  of  argument,  there  is  more  false 
reasoning.  In  moving  to  market  the  goods  re-erter  the 
realm  of  transj^ortation  and  trade,  and  once  more  we  have 
to  consider  the  other  i>ersons  who  give  value  to  the  product. 
The  factory  worker  can  no  more  obtain  as  his  wage  the  entire 
retail  jirice  of  his  product  than  he  can  secure  coal,  iron, 
wheat  or  copper  from  the  producer  free  of  cost,  or  withhold 
the  just  due  of  oats  from  the  farmer’s  horse.  The  difference 
between  the  price  at  the  factory  and  the  price  over  the  re- 
tailer’s counter  may  be  described  as  a new  Added  Value. 
It  is  required  to  pay  cartage,  freight  and  services  needed  to 
bring  the  product  to  market.  The  teamster  and  his  horses, 
the  locomotive  and  the  railroadmen,  the  elevator  and  the 
elevator  man,  the  merchant  and  his  delivery  truck,  the  clerk 
who  sells  it,  and  the  boy  who  delivers  it,  all  add  to  the  value 
of  the  article  and  must  be  paid  or  supported  out  of  its  en- 
hanced value.  Their  services  can  no  more  be  obtained  free 
for  the  marketing  of  the  product  than  the  crude  materials 
out  of  which  it  was  born  can  be  obtained  without  price  from 
the  farm,  the  forest  or  the  mine.  The  attempt  to  take  the 
entire  value  of  a product  for  the  benefit  of  any  one  class  of 
producers  leads  to  difficulties  just  as  one  false  move  on  the 
chess-board  leads  to  another.  We  cannot  rob  Peter  to  pay 
l^iul,  for  if  we  do,  Peter  will  (piit  work.  Then  Paul  will 
have  to  stop  work  to  provide  his  own  materials,  or  to  take 
his  goods  to  market,  and  his  product  will  be  proportionately 
reduced.  Indeed,  it  will  be  more  than  proportionately  re- 
duced, for  all  the  advantages  derived  from  specialization  in 
industry  will  be  forfeited. 

Still  there  are  social  prophets  who  are  daily  promising 
the  workei's  incomes  equal  to  $3,000,  $4,000  or  85,000  a year, 
merely  by  obtaining  for  him  “the  whole  of  their  product.” 
These  promises  generally  rest  upon  the  belief  that  the  prod- 
uct in  representative  industries  really  amounts  to  some  such 
sum  per  manual  worker,  and  that  the  difference  between  his 
nuuiger  wages  and  the  handsome  round  sums  which  repre- 
sent his  supposed  product,  is  diverted  wrongfully  from  his 
hands.  We  have  seen  how  delusive  these  promises  must  be 
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if  they  rest  upon  the  usual  asserted  basis,  the  United  States 
census  returns. 

It  is  impossible  to  refrain  from  pointing  out  the  danger 
that  exists  here.  We  live  in  a democracy,  working  under  a 
constitution  that  can  be  completely  reconstructed  in  two 
years  by  a majority  vote  in  the  legislatures  of  three-fourths 
of  the  states,  and  a two-thirds  vote  in  Congress.  The  great 
majority  of  the  voters  do  not  receive  an  income  of  $2,400  a 
year  or  over,  nor  have  they  any  immediate  hope  of  doing  so. 
If  a substantial  majority  of  them  once  believe  that  their 
average  earnings  are  $2,400  a year,  or  any  similar  sum,  but 
that  four-fifths  of  their  earnings  or  some  such  fraction  is 
wrongfully  withheld  or  even  wasted  before  it  reaches  them, 
there  will  be  a social  revolution  at  the  next  presidential 
election.  There  would  be  another  revolution  when  the 
first  year’s  distribution  shows  an  average  product  of  $1,025 
or  less  and  this  time  it  would  be  the  false  prophets  who 
would  be  the  first  to  suffer,  hut  in  the  meantime  irreparable 
damage  might  be  done  to  the  social  fabric. 


AN  ATTEMPT  TO  ASCERTAIN  THE  SOCIALIST 

VIEW 


So  crude  an  error  as  the  assertion  that  the  worker  re- 
ceives only  20  j)er  cent  of  the  product  should  have  been  in- 
stantly detected,  because  it  is  based  upon  the  fallacy  that 
the  industry  does  not  have  to  pay  out  of  its  product  for  the 
value  of  the  raw  materials  which  are  tlelivered  to  it  by  other 
industries.  Yet  it  survives  as  a hardy  and  prolific  peren- 
nial. Wherever  the  relation  of  wages  to  product  is  being 
discussed,  this  rule  of  thumb  of  1 to  5 or  5 to  1,  handy  but 
false,  is  apt  to  crop  up.  It  was  probably  set  afloat  by  The 
Appeal  to  Reason^  a socialist  weekly,  which  frequently  re- 
fers to  it.  The  alleged  product  of  $2,471  per  capita  has 
grown  with  the  passing  years  to  $8,000,  $8,500  and  possibly 
higher.  A favorite  form  of  the  assertion  is  that  the  Amer- 
ican worker  produces  .$10  a day  and  receiv'es  $2  a day.  It 
is  this  variant,  so  easy  to  remember  and  quote,  that  has 
been  repeated  so  often  and  denied  so  seldom  that  it  has 
become,  like  the  tradition  that  witches  were  burned  at 
Salem,  a part  of  the  common  stock  of  facts  that  are  not  so. 

It  would  be  unfair  to  charge  to  the  Socialist  Party  as  an 
organization  an  error  which  has  never  appeared  in  its  plat- 
forms or  in  any  of  its  formal  and  official  declarations.  Never- 
theless it  cannot  escape  responsibility  for  circulating  the 
fallacy.  The  Socialist  Party  headquarters  at  Chicago  sells 
.\llen  L.  Benson’s  popular  exposition,  “The  Truth  About 
Socialism,”  which  contains  it,  and  in  1914  the  party  circu- 
lated as  a document  500,000  copies  of  Mr.  Benson’s  maga- 
zine article,  “The  Bombshell  that  Henry  Ford  Fired,” 
which  is  one  long  rhetorical  assertion  that  some  such  rate 
of  exploitation  is  general  in  industrj\  In  1910  the  party 
circulated  a propaganda  pamphlet  entitled  “Should  Social- 
ism Be  Crucified?”  by  Robert  Hunter,  of  which  this  is  an 
extract : 


*‘TIk‘  iivorag(*  wages  in  this  counliy,  according  to  the  figures 
of  the  United  States  (Jovernnient,  amount  to  .$437  a year.  For 
that  amount  in  wages,  tlu‘  workers  produce  on  an  average  $3,500 
of  wealth.” 


Many  booklets  sold  at  socialist  meetings  contain  the 
statement  that  the  workers  j^roduce  $10  a day  and  receive 
$2,  and  the  chances  are  that  the  speaker  is  making  the  same 
statement. 

Such  statements  do  not  pass  without  protest  from 
socialists.  When  Mr.  Hunter’s  pamphlet  was  published 
Arthur  Bullard  wrote  a letter  which  appeared  in  the  New 
York  Call  of  June  11,  1910,  under  the  heading  “Fifteen- 
Foot  Trout.”  “ If  you  tell  a man  you  have  caught  a fifteen- 
foot  trout,”  he  says,  “ he  will  doubt  whether  you  ever  saw  a 
fish.”  Then  Mr.  Bullard  proceeded  to  point  out  that  Mr. 
Hunter  had  made  no  allowance  for  the  cost  of  materials  in 
manufacturing. 

Another  who  imuh  a ])rotest  in  the  same  spirit  at  the 
same  time  was  Frai»k  Bohn,  an  associate  editor  of  the  Iti- 
ternational  Soeialid  Reriew,  Mi*.  Bohn,  however,  is  unable 
to  carry  the  staff  of  the  Review  with  him.  The  editor  of  the 
Inlernaiional  Socialist  Review  is  (Jiarles  H.  Kerr,  who  is  the 
author  of  a pamphlet  entitled  “What  Socialism  Is,”  which 
has  apparently  also  been  i)rinted  under  the  title  “What  to 
Read  About  Socialism.”  The  following  extracts  indicate 
that  he  believes  in  the  $10-a-day  fallacy  that  Mr,  Bohn 


repudiates: 

lV//»c~\Vith  modem  machinery,  an  American 
wage-worker  can  produce  and  does  on  the  average  produce  each 
day  commoditic's  tliat  reUiil  for  at  least  -$10.00.  He  gets  on  the 
averag('  not  over  $*2.00.  Thes(‘  fact.s  can  no  longer  be  denied.”  (*) 


(>)  !»age  5. 

“In  l(‘s.s  than  itro  hourn,  the  American  laborer  produces 
wealth  e(pial  in  value  to  the  wages  he  receives.”  (*) 

(2)  Page  0. 

“Th(‘  average  American  wage-worker  to-day  produces  SIO 
and  g(‘ts  .$2.(M)-the  cajntalist  class  of  America  to-day  makes 
about  .$S.OO  a day  out  of  the  labor  of  each  productive  wage- 
worker, which  is  far  more  than  any  previous  ruling  class  ever 
s(pieezed  out  of  its  .slaves.”  (*) 

(5)  Page  S. 

“Hichardson’s  ‘Industrial  Problems'  is  a valuable  work  by 
an  Ani(‘rican  writer  illu.strating  the  theory  of  surplus  value  with 
American  facts;  in  this  Ixtok  will  be  found  the  data  for  the  asser- 
tion that  tlie  American  wage-worker  produces  -$10.00  a day  and 
n'ceives  back  .$2.(M)  in  wages.”  (9 


(9  Page  9,  N.  A.  Richardson’s  “Industrial  Problems”  (Uharles  H.  Kerr 
Co.  1911  edition)  contains  no  data  for  this  assertion.  In  Chapter  II,  The 
As.suinption,”  the  author  expressly  states  on  page  11,  “Let  us  assume  that  the 
retail  price  of  what  is  pnxhieed  l)V  the  average  <lay  s labor  m the  industries 
of  this  nation  is  Anain  on  pat-o  12,  "Again,  let  us  assume  Uiat  the 

part  whieh  goes  to  tlie  laborcT  (as  his  wage)  is  .$2.(M)  worth.  I hen  $8  (K)  worth 
goes  els<*where.”  In  foot-not(‘s  the  author  gives  the  census  hgures  of  190o  for 
wages  ami  state's  tliat  from  busine'ss  exi)erienee  and  study  of  government 
docun’ients  lu'  “is  eonvineeti  that  the  estimate  of  $U).(M)  is  reasonable. 

Two  other  associate  editors  of  the  International  Socialist 
Review  agree  with  Air.  Kerr  in  the  position  which  Air.  Bohn 
criticises.  Alary  E.  Alarey  wrote  “Why  Catholic  Workers 
Sliould  Be  Socialists,”  and  asserted: 

“(Jovernment  statistics  show  that  the*  average  man  and 
woman  make  from  -$2,(K)0  to  $3,000  worth  of  tilings  a year;  that 
is,  they  jiroduee  bidween  -$2,000  and  -$3,000  of  wealth  a yeai. 
d'lK'ir  wag(‘s  averagi'  *$100  or  $500  or  about  one-fifth  of  the 


wealtli  lh(‘.v  pmdue.e.”  (0 

(9  “ Int(‘rnati(ma!  Socialist  Review,"  Oetolx'r,  1913.  See  also  booklet  of 
saiiK'  title,  pages  2 and  ti  (Charles  II.  Kerr  it  Co.,  ( hieago.) 

Robert  Hives  I.aMonte,  another  associate  editor  of  the 
Review,  and  a former  associate  editor  of  the  New  York  Call, 
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said  in  a lecture  at  Waterbury,  Conn.,  on  January  25,  1912: 

*'The  ceiLSUs  of  1900  showeil  that  the  workers  who  worked  in 
modern  factories  with  modern  machinery  produced  in  round 
numbers  a value  of  SIO  a day  and  received  a wage  of  (again  in 
round  numbers)  $2  a day  per  worker.  This  statement  is  based 
on  Tables  1 and  2 Census  Bulletin  Xo.  loO.  According  to 
this  bulletin  the  average  wage  in  mechanical  industries  was  8437 
per  year,  and  the  annual  product  per  worker  82,471.”  (9 

(2)  Reported  in  Wnterhury  Rvpuhlicmi^  January  20,  1912.  and  later  re- 
peate<l  by  him  in  “Labor’s  Share  in  Its  Product,”  in  A7  w York  ('all  of  March 
18,  1912.' 

In  June,  1914,  a circular  letter  was  sent  out  to  a number 
of  leading  socialists  asking  whether  there  is  any  statistical 
foundation  for  such  assertions  as  Mr.  LaMonte’s  other 
than  that  which  he  states,  what  works  contain  the  best 
analysis  of  the  percentage  of  exploitation  of  the  laborer, 
and  requesting  the  recipient  to  indicate  his  views  or  state 
where  they  could  be  found.  The  letter  was  sent  to  49 
state  secretaries  of  the  Socialist  Party,  to  (19  members  of 
the  national  committee  of  the  Socialist  Party  and  to  a list 
of  IS  of  the  best  known  socialist  writers  not  riccupying 
official  positions  in  the  Socialist  Party. 

The  forty  replies  which  were  received  indicated  a large 
measure  of  disagreement  and  consideralile  confusion  of^ 
thought.  The  expression  on  the  validity  of  the  statement 
that  labor  receives  only  one-fifth  of  the  product  was  as 
follows : 


Believed  It  to  be  True 8 

Believed  It  True  if  Wages  were  Compared  witli  Retail  Price  of 

the  Product 4 

Repudiated  It 19 

ReferrtHl  the  Question  to  National  IIea<lquarters  10 

Made  Inconclusive  Replies 4 

Thought  the  Exact  Proportion  Immaterial  4 


The  classification  might  be  varied  somewhat,  as  a few 
of  the  replies  indicated  a blending  of  two  of  the  above  views. 

Besides  the  ten  persons  who  referred  the  (juestion  to 
headtjuarters  a number  of  others  who  receiv'ed  the  circular 
sent  it  to  the  Socialist  Party's  Information  Department  in 
Chicago  with  the  suggestion  that  it  be  answered  publicly. 
This  was  done  by  Carl  D.  Thompson,  director  of  the  In- 
formation Department,  in  The  Parly  Builder  of  July  4, 
1914,  under  the  title  “An  Open  Letter  to  Mr.  William  J. 
Pape  of  the  Waterbury  (Conn.)  liepuhlicau.'' 

Mr.  Thompson  referred  to  “the  statement  often  made 
by  socialist  writers  and  speakers  to  the  effect  that  the 
worker  is  robbed  of  four-fifths  of  the  product  of  his  toil.” 
The  gist  of  his  reply  to  the  circular  letter  of  inquiry  was  as 
follows: 


“III  reply  to  your  iiupiiry  concerning  the  degree  of  exploita- 
tion under  capitalism,  we  wish  to  say  that  the  Socialist  Party  has 
never  asserted  that  the  American  workingman  r(‘ceiv(‘d  only  20 
per  cent  of  his  product.  Individual  socialists  may  liave  made 
these  claims,  but  the  jiarty  itself  has  not.  Nor  have  tiie  weli- 
informetl  members  of  the  party  made  such  claims  for  tlie  simple 
reason  that  there  is  not  at  the  jirestuit  time  any  statistical  infor- 
mation available  that  would  prove  the  contention. 

“The  nearest  we  hav'c  to  an  official  statement  of  the  socialists 
upon  this  subject  of  the  d(‘gr(*e  of  exploitation  that  we  have  is  the 
discussion  of  the  matter,  togc'ther  with  such  nu'ager  statistical 
information  as  we  have  in  this  country,  a.s  prescmUMl  in  the 
National  Campaign  Book  of  the  Socialist  Party,  part  4,  section  2, 
page  155.(0  In  this  book,  the  difficulty  of  securing  reliable  in- 

(>)  Reference  is  to  1912  eilition.  same  figures  being  pre.sented  on  page  142 
of  the  “Socialist  Congressional  C’ampaign  Book  for  1914." 

formation,  due  to  the  vagueness  of  the  governnuMit  statistics,  is 
discussed  and  explained.  Thvn  follows  an  analysis  of  the  census 
bulletin  figures  with  such  <Ieductions  as  may  h'gitimately  be 
drawn  from  these  figures,  whicii,  however,  are  admittedly  un- 
satisfactory and  non-conclusiv(*.  M e there  assume,  liasiiig  our 
estimati^  upon  the  census  reports  and  ui>on  various  careful 
studies  that  have  lieen  ma{le  by  our  students,  that  the  working- 
man is,  on  an  average,  exploited  out  of  about  one-half  of  the 
products  of  his  labor. 

“The  figures  given  for  the  amount  received  by  the  worker 
are  51.7  per  cent.  We  also  (piote  an  estimate  by  Mr.  W.  J. 
Ghent,  who  arrived  at  about  tlie  same  conclusions— his  figures 
being,  for  the  share  received  by  the  workiu*,  40.1  per  cent.” 

Mr.  Thompson’s  answer,  coining  as  it  does  from  the 
Socialist  Party’s  Information  Department,  and  (pioting 
from  the  Campaign  Book,  must  be  taken  as  representing 
the  Socialist  Party’s  attitude.  One-half  of  those  who  re- 
plied to  the  circular  either  expressed  the  same  view  or  by 
referring  the  question  to  the  Information  Department 
tacitly  did  so. 

A resume  of  the  personal  expressions  of  some  prominent 
members  of  the  Socialist  Party  who  replied  will  be  interest- 
ing to  many  readers.  These  will  be  found  in  an  appendix. 

Two  members  of  the  Socialist  Labor  Party  who  read  the 
Information  Department’s  statement  in  The  Parly  Builder 

wrote  as  follows: 

Ralph  Brown,  Joplin,  Mo.: 

“The  Socialist  Labor  Party  (fees-  hoKI  that  the  work(T  is 
robbed  of  approximately  four-fifths  of  his  jiroiluct  (see  pages  4 
and  11  of  the  ‘Preamble  of  the  I.  W.  W.’  published  by  the 
National  Executive  (Amimittee  of  the  S.  I..  P.)” 


0.  Beldner,  Jamestown,  N.  \ 

“Although  I am  not  one  of  those  to  whom  yoii  have  :id- 
dres.sed  your  letter  (piestioning  the  statement  that  the  wag(‘- 
worker  receives  one-fiftli  of  his  products,  I take  the  liberty  to 
refer  you  to  the  statistics  and  extended  argument  made  by  the 
eminent  Socialist,  Mr.  Daniel  IhdA'on.  late  editor  of  the  .\V«’ 
York  People,  on  the  sul>ject.  In  his  lecture  ‘The  Preamble  of  the 

1.  W.  W.,’  whicli  1 am  sending  you  umler  se]>arat(‘  cover,  ‘value 
added  to  materials’  implh's  in  a s|)ecific  industry,— ‘gross  i>ro4l- 
ucl’  comprises  the  added  vahu‘  of  all  the  industries. -the  new 
material  has  passed  to  the  fitiished  product.  TluTefore  it  is  all 
the  product  of  labor.  The  doctrine  a'l  socialists  acee|)t  is 
‘Labor  produces  all  Wealth.’  ('onse{iuently  alt  value  of  com- 
modities is  labor’s  product.  Anything  that  labor  receives  less 
tlian  the  value  of  the  product  is  appropriated  by  the  capitalist 
class.  The  statement  of  ('.  D.  Thompson  in  l\is  open  letter  to 
you  in  ‘The  Party  Build(*r’  that  only  irresponsible  socialists  make 
the  statement  that  the  workers  receive  one-fifth  of  their  product 
is  contrary  to  the  facts.  He  belongs  to  tliat  class  of  socialists 
who  do  not  understand  (‘conomics  as  socialists  do.” 


Mr.  DeLeon’s  address  referred  to,  “The  Preamble  of  the 
Industrial  Workers  of  the  World,’’  published  by  the  New 
York  Labor  News  Co.  as  a pamphlet,  contains  on  page  11 
these  sentences: 

“The  lie  attempted  to  be  given  to  tlie  socialist  n'garding  the 
outrageousness  of  tlie  pluiah'i*,  tliat  la*  maintains  the  uoiking 
class  is  subjectcil  to  by  the  capitalist  class,  rolls  down  the  tlimat 
of  its  utterer.  Even  making  allowama*  for  the  value  of  im- 
ported raw  material  to  which  tlu‘  labor  of  (dher  countries  lias 
given  value,  even  making  generous  allowama*  for  all  tliat  due 
allowance  should  be  iiuuh'  for,  the  figures  to  which  this  poster 
testifies  establish  the  conclusion  that  the  |)iltance  of  oiu'-fifth  of 
its  product  is  a liberal  estimate  of  the  share  that  the  working 
class  is  allowcil  to  retain.” 
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In  this  variety  of  views  (including  those  quoted  in  the 
appendix),  very  little  will  be  found  in  common  except  the 
belief  that  the  worker  is  exploited.  In  some  cases  the 
worker’s  share  of  the  product  is  absurdly  under-estimated, 
in  some  the  proportion  is  not  unfairly  stated,  and  in  some 
cases  the  percentage  is  described  as  immaterial.  As  to  this 
latter  view,  let  us  attempt  to  ascertain  the  capitalist's  share 
of  the  new  wealth  produced  in  manufacturing  in  1909  ac- 
cording to  two  diverging  views  widely  held  by  socialists. 
First,  according  to  the  view  that  the  difference  between  the 
value  of  the  gross  product  and  the  laborer’s  wages  repre- 
sents capital’s  share: 


Annual  Product  (Gross,  1909) .$20, 072, 052, (XK) 

W-iKcs 3,427,03S,(KX) 

Rcmaininjs  to  Capital $17, 245, 014, (KX) 


Second,  according  to  the  Campaign  Handbook’s  view 
that  the  value  of  the  products  less  the  total  of  reported  ex- 
pen.ses  is  net  profit: 

Less  Expenses  Annual  Product $20,072,052,000 

Materials $12,142,791.0(X) 

Miscellaneous. 1,945, 080, (XX) 

Wages 3,427, 038, (XX) 

Salaries 938,575, (XX)  18, 454,090, (XX) 

Remaining  to  Capital $2, 217, 902, (XK) 

The  difference  of  over  fifteen  billions  of  dollars  between 
these  two  estimates  can  hardly  be  considered  as  immaterial 
or  unimportant. 

That  some  socialists  see  clearly  the  absurdities  involved 
in  the  claim  that  the  worker  receives  only  20  per  cent  of  the 
product  is  illustrated  by  a very  interesting  letter  from 
Edward  S.  Smith,  a socialist  of  Warren,  Ohio,  who  did  not 
receive  the  circular  but  saw  it  in  The  Party  Builder, 
After  saying  that  he  had  been  interested  in  the  (juestion  for 
twelve  years  or  ever  since  he  became  a socialist,  but  that  it 
had  always  seemed  to  him  unwarranted,  and  that  he  had 
never  seen  any  adequate  evidence  in  support  of  it,  Mr.  Smith 
proceeded  to  analyze  the  census  figures  for  manufacturing 
as  follows: 

*‘The  amount  of  net  profit  available  for  distribution  as  divi- 
dends is  not  stated,  but  can  be  calculated  (as  hereinafter  set 
forth)  from  the  given  data.  The  part  distributed  as  dividends 
is  the  only  part  that  can  be  considered  as  capitaPs  share  in  the 
industries  considered.  Some  might  claim  that  payments  for 
insurance,  rent,  amortization,  and  a large  share  of  pajunents  for 
legal  fees,  heat,  light,  water,  etc.,  should  be  assigned  as  part  of 
capital  share,  and  the  claim  has  of  course,  some  justification,  and 
the  division  of  all  items  included  under  miscellaneous  expenses 
might  be  attempted  in  a more  extended  analysis,  for  the  purpose 
of  assigning  the  proper  shares  to  labor  and  capital.  For  present 
puri)oses,  however,  it  seems  fair  to  eliminate  that  part  of  the 
problem  by  not  assigning  ‘expenses'  to  either  labor  or  capital, 
for  it  is  not  included  in  the  net  product  of  manufacturing  indus- 
tries, though  it  is,  of  course,  included  in  the  general  social  in- 
come. . . . 

“The  part  reported  as  salaries  is  part  of  labor’s  share,  for  the 
work  of  superintendence,  accounting,  etc.,  as  well  as  the  work 
of  chemists,  draughtsmen,  technically  trained  engineers  (civil, 
mechanical  and  electrical),  all  of  whom  are  usually  paid  in  sal- 
aries, is  a part  of  the  work  of  production,  and  is  admitted  to  be 
such  even  by  socialists  when  they  are  considering  the  general 
subject  of  the  evolution  of  industry;  for  they  affirm  with  vary- 
ing forms  of  expression,  that  the  capitalist  has  ceased  to  function 
as  manager;  that  he  has  become  merely  a receiver  of  dividends; 
that  the  managing  is  done  by  employees.  Some  of  the  socialists 
forget  this,  however,  when  they  are  seeking  to  figure  out  labor’s 
share. 

“The  extremists  also  sometimes  forget  to  deduct  from  the 
total  value  of  products  the  amount  paid  for  materials  consumed 
or  transformed  into  a new  commodity.  This  seems  to  be  due  to 
lack  of  attention  to  the  meaning  of  the  item  ‘total  value  of 
products.'  The  form  in  which  the  census  reports  are  compiled 
is  not  conducive  to  clearness  on  this  point,  and  might  well  be 
amended  by  the  Director  of  the  Census  in  future  reports.  The 
source  of  the  error  may  be  neatly  illustrated  by  a simple  concrete 
case.  Suppose  there  were  four  industries  located  side  by  side 
under  separate  ownership.  First  an  iron  ore  mine  which  pro- 
duces in  a given  period  ore  worth  one  million  dollars,  which  is  all 
sold  to  the  second  industry,  a blast  furnace,  in  which  the  ore  is 
converted  into  two  million  dollars  worth  of  pig  iron.  The  pig 
iron  is  all  purchased  by  industry  number  three,  a rolling  mill, 
where  it  is  transformed  into  skelp  iron  worth  three  million  dol- 
lars. The  total  product  of  the  rolling  mill  is  sold  to  the  fourth 
industry,  a tube  mill,  and  worked  into  iron  tubing  having  a value 
of  four  million  dollars.  Now  along  comes  a census  investigator 
and  after  getting  the  figures  from  the  four  industries  makes  the 


following  report: 

Value  of  Iron  Ore  Prmluced $1,(XX),()(X) 

Value  of  Pig  Iron  Produced 2,(X)0,()(X) 

Value  of  Skelp  Iron  Produced 3,000,(X)0 

Value  of  Iron  Tubing  Produced. 4, 000, (XX) 


Total  Value  of  Product $10, 000, (XX) 


“We  know  that  the  report  is  misleading,  inasmuch  as  the 
total  product  is  simply  four  million  dollars’  worth  of  iron  tubing. 
The  true  rej)ort  would  be: 


Value  of  Iron  Ore  Produced $1,(X)0,(XX) 

Value  Added  at  Blast  Furnace 1, (XX), 000 

Value  Added  at  Rolling  Mill ’ 1,000,000 

Value  Addetl  at  Tube  Mill 1,000, 0(X) 


Total  Value  of  Product $4, 000, (XX) 


“The  results  that  I have  reached  in  my  most  recent  calcula- 
tion, based  on  the  census  summary,  are  as  follows; 


For  1904: 

Wages  and  Salaries 

Materials  Used 

M iscellaneous  Expense.s 

Total  Expenses 

Total  Value  of  Products 

Total  Expenses 

Net  Profit  .Available  for  Dividends 


$:i,185,0CX),(XX) 
8, 500, (XX), (XM) 
1,453, (XX), (XX) 

.$1.3,i:iS,(XX),(XX) 

$14,794,(XX),(XX) 
13, 138, (XX), (XX) 

$l,05(i,(XX),(KX) 


Labor's  Share  was $3,185,(KX),00I) 

('apital’s  Share  was l,(i56,(X)(),(KH) 


“Labor  received  in  1904  nearly  twice  as  much  as  capital. 
Making  a pro  rata  estimate  on  the  above  results,  we  have  (i5.7 
I>er  cent  as  labor’s  share  and  34.3  per  cent  as  capital’s  sliare. 


For  1909: 

Cost  of  Material .$12, 142,000, (X)0 

Wages  and  Salaries 4,:i(>5,(X)0,(XX) 

MiscellaiuM)us  Ex(M*nses 1 ,74(>,(X)0,(XX) 


Tottil  Cost  of  Production $18,253, (XX), (XX) 


V'^alue  of  Products $2(),t)72,000,0(X) 

Cost  of  Production 18,253, (XX),(XX) 

Balance  .Available  for  Dividends $2,419,(XX),()00 

Lal>or’s  Share $4.3t>5,000,()(X) 

Capital’s  Share 2,419,000, (X)0 


“On  a pro  rata  basis,  labor’s  share  was  (i4.3  per  cent  and 
capital’s  share  35.7  per  cent. 

“It  is  interesting  to  note  how  closely  the  pro  rata  shares  for 
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19(K»  agw  whh  those  for  1904,  in  spite  of  the  greatly  increased 
volume  of  business. 

“It  is  easy  to  discover  certain  considerations  that  would  have 
a tendency  to  assign  a smaller  jicrcfuitage  to  labor  than  that 
readied  in  my  calculation.  Th<‘se  considerations  are  made  the 
most  of  by  socialist  authors.  As  a sample  of  the  kind  of  reason- 
ing used  I would  cite  the  editorial  in  the  I nternntional  Socialiftt 
Review  for  July,  1914,  pag<‘  o5,  ‘A  Hillioii  Dollar  Donation.^ 

Note  the  statement : 

‘“When  the  things  ma<ii‘  l>y  the  workers  have  passed 
tlirough  the  hands  of  jobber  and  wholesaler  and  are 
tagged  with  the  price  in  th(*  retail  stores  where  the 
workers  spend  itheir  wages,  the  price  has  gone  u])  from 
Sl,4()7,901  to  about  two  and  a half  billion  dollars. 

So  the  real  donation  of  the  Massachusetts  wage-earners 
during  the  year  1911  was  over  a hiliion  doHars.^ 

“It  is  easy  to  detect  the  fallacy  in  this  line  of  reasoning. 

The  statement  that  the  price  has  gone  up  to  about  two  and  a half 
billion  dollars  is  unsupported  by  evidimce  and  seems  to  be  a mere 
assumption.  But  even  if  it  were  true,  should  the  entire  differ- 
ence between  factory  |)ric(‘  and  retail  j)rice  be  considered  the  right- 
ful share  of  the  factory  workers?  If  so,  where  would  the  funds 
come  from  to  pay  the  transportation  workers,  teamsters,  freiglit 
handlers,  employees  in  wholesale  and  retail  stores,  and  to  \niy  all 
the  various  expenses  involved  in  the  jirocess  of  distributing  goods 
to  the  consuiiK'rs,  or  in  other  words,  the  functions  of  commerce 
and  transjiortation  as  distinguished  from  the  functions  of 
manufacturing? 

“There  are  on  the  other  hand  certain  considerations  that 
would  have  a tendimcy  to  assign  a largt*r  percentage  to  labor 
than  that  (h'rived  in  my  calculation.  For  instance,  in  the  manu- 
facturing industrii's,  tin*  data  for  which  form  tlie  basis  of  the  cal- 
culation, technical  processes  have  readied  a high  degree  of 
efficiency  on  ai'count  of  the  marvellous  development  of  machin- 
ery. In  otiier  lines  of  industry,  as  in  agricultun*,  timber-cutting, 
fisheries,  mining,  or  in  gt'iieral  tlie  extractivi*  industries,  lalior  is 
. relatively  less  efficient  on  account  of  the  inherent  character  of 
the  processes  involved.  Yet  labor  in  these  fields  is  on  the  aver- 
age just  as  highly  paid  as  in  manufacturing  industries.  To  base 
results  (‘xclusively  on  manufacturing  data  is  then'fore  misleading. 

“Again,  in  estimating  labor’s  share  of  the  product,  divi.sion 
of  the  proceeds  should  include  all  workers  engaged  in  accessory 
occupations,  which,  though  not  a part  of  the  manufacturing,  are 
indispensable  in  the  successive  stag(\s  of  the  process  of  production 
and  distribution  of  commodities.  The  census  data  include  only 
the  workers  engaged  in  manufacturing  operations.  This  gives 
an  erroneous  result.  All  coasistent  (‘conomists,  whether  socialist 
or  non-socialist,  hold  that  the  process  of  production  includes  all 
acts  of  transportation  and  liaiidling  )>f  commodities  in  ware- 
houses and  stores  and  up  to  the  moment  the  goods  are  placed 
in  the  hands  of  tlie  consumers.  Any  attempt  to  separate  the 
proc(‘s.ses  of  production  from  the  proce.s.ses  of  transportation, 
sale  and  ilelivery  would  lead  to  a dilemma  at  some  point.  Take 
for  example  tin*  production  of  coal.  The  work  of  the  miner  in  dis- 
lodging the  coal,  whether  by  ])ick  or  machin(*-drill,  is  only  the  first 
stej)  in  the  production  of  coal.  The  elevation  to  the  mouth  of 
the  mine,  the  screening,  loading  and  hauling  of  cars,  the  unload- 
ing and  delivery  in  coal  wagons,  are  all  proces.ses  of  transporta- 
tion. There  is  no  change  of  form,  only  change  of  place.  Could 
the  miner  logically  maintain  that  the  imKiuction  of  coal  is  com- 
plete when  his  own  work  is  done?  Could  he  rightfully  claim 
the  entire  value  of  the  coal  at  its  retail  price  as  his  share  of  the 
product? 

“ The  basic  principle  of  socialism  is  that  all  wealth  is  produced 
by  labor.  If  distribution  were  based  on  this  principle,  workers 
in  ail  fields  of  activity  would  have  their  proportionate  share  of 
the  product,  and  the  increase  of  wages  accruing  to  the  factory 
workers  would  not  be  any  greater  proimrtionately  than  that  of 
the  dishwasher  in  a restaurant,  if  justice  prevailed.  But  the 
workers  in  general  might  be  surprised  to  find  that  their  weekly 
pUy,  instead  of  being  increased  by  500  per  cent  would  be  in- 
creasi'd  by  about  25  i>er  cent.  A far  more  important  change 
would  be  found  in  the  fact  that  volume  of  production  would  be 
unlimited,  or  limited  only  by  the  needs  of  the  consumers.  That 
would  be  a revolutionary  change  involving  stupendous  conse- 
quences. It  would  mean  nothing  les.s  than  the  conijilete  abolition 
of  poverty.” 

This  is  the  best  short  discussion  of  the  (luestion  that  has 
come  to  the  attention  of  the  committee  and  agrees  with  the 
committee's  conclusions  up  to  the  point  where  the  allowance 
for  depreciation  is  taken  up. 


(GRANGES  IX  THE  RESPECTIVE  SHARES 


The  difficult  (|uestion  remains:  What  changes  have  taken 
place  in  the  proportionate  return  to  capital  and  labor  in  the 
net  earnings  of  industry?  The  difficulty  lies  in  the  lack  of 
adetiuate  early  statistics  on  the  subject.  The  method  is  at 
hand  if  the  facts  to  be  examined  were  available. 

Modern  census-taking  originated  in  the  Ibiited  States. 
Our  official  statistics  are  more  thorough  than  those  of  any 
other  nation,  and  the  provision  in  the  law  under  which  re- 
turns of  manufactures  were  taken  in  the  census  of  1840,  is 
described  in  the  Britannica  article  on  censuses  as  “novel.” 
Thin  pioneer  work  suffered  from  numerous  errors  and  de- 
fects which  caused  radical  modifications  of  scope  and  method 
in  the  census  of  1850.  The  results  of  that  census  were  fairly 
complete  and  tabulated  with  care  and  skill,  yet  the  returns 
were  in  many  respects  defective. 

The  census  reports  of  1850,  1800  and  1870  |K>int  out 
some  of  the  difficulties  which  attended  the  collection  of 
manufacturing  statistics.  The  returns  were  taken  by  the 
assistant  United  States  marshals,  and  not  until  a specially 
selected  staff  was  first  appointed  for  the  1880  census  were 
figures  obtained  that  would  command  the  confidence  of  the 
census  superintendents  themselves. 

Furthermore,  there  have  been  changes  in  the  basis  on 
which  figures  were  taken  as  modern  industry  developed  and 
the  need  for  specialized  information  became  apparent.  Thus 
miscellaneous  expenses  were  not  taken  and  salaried  clerks 
and  officials  were  not  separately  rei)orted  until  1890.  The 
four  previous  cen.suses  give  figures  for  “hands  employed” 
only,  and  sometimes  clerical  labor  and  superintendence  was 
included  among  the  employees  reported,  and  sometimes 
omitted,  as  one  census  report  states,  “by  courtesy.”  In 
addition,  all  census  figures  prior  to  1900  included  “hand 
and  neighborhood  industries”  in  the  manufacturing  census. 
This  brought  into  the  figures  in  1900  more  than  800,000 
small  establishments,  and  neighborhood  industries  such  as 
the  building  trades.  This  entire  group  averaged  less  than 
two  wage-earners  ])er  establishment.! ’)  In  1900  factories 

C)  ComputcHl  from  Tablo:J,  page  4:i9,  Abstraet  of  Thirti^aMitU  Census  (1910). 
proper  were  separately  reported  also,  for  the  first  time,  and 
the  returns  of  1900  and  1910,  with  the  intervening  manu- 
facturing report  published  in  1905,  give  the  first  view  in  per- 
spective of  the  modern  factory  system.  4 he  1900  report 
(census  year  1899)  and  the  1910  report  (census  year  1909) 
are  the  authorities  which  have  l)een  drawn  upon  hitherto  in 
this  study. 

We  have  heretofore  alluded  to  a speech  made  in  June, 
1914,  by  ^’ice-President  Marshall  at  Wabash  College  and 
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Maine  University,  in  which  he  repeated  the  error  that  la- 
bor received  in  wages  onh’^  one-fifth  of  the  value  of  the 
per  capita  product.  Here  are  Mr.  Marshall’s  words  as 
quoted  by  the  New  York  Times: 

“In  1850,  the  proportion  of  the  annual  wealth  created  in  the 
country  liy  the  joint  efforts  of  labor  and  capital  was  one-fourth 
to  labor  an<l  three-fourths  to  capital.  Sixty  years  later  the  pro- 
portion had  changed  to  less  than  one-fifth  to  labor  and  more 
than  four-fifths  to  capital.  This  disproportion,  to  my  mind,  has 
much  to  do  with  our  prc'sent  discontent.”  (=) 

(*)  See  New  York  Times  editorial,  .June  21,  1914. 

Mr.  Marshall  has  been  guilty  here  of  some  loose-jointed 
thinking  and  reckless  bookkeeping.  Any  man  who  has  ever 
met  a ijayroll  could  have  told  him  he  was  wrong,  and  there 
must  be  half  a rnilhon  bookkeepers  in  the  country  who 
could  have  correctly  interpreted  for  him  the  figures  he 
assumes  to  have  examined. 

We  have  shown  that  the  method  necessary  to  arrive  at 
these  proportions  is  hopelessly  unsound  and  our  brief  his- 
torical sketch  shows  that  the  census  of  1910  was  taken  on 
a totally  different  basis  from  that  of  1850.  Mr.  Marshall 
must  be  comparing  manufacturing  returns  or  he  has  noth- 
ing to  compare.  The  two  reports  which  he  has  selected  are 
not  comparable  for  these  reasons; 

1.  The  1850  re])ort  classed  hand  and  neighborhood  trades 
as  factories  and  the  1910  report  covered  only  factories 
proper. 

2.  The  1850  report  covered  “Hands  Employed”  but  did 
]iot  make  returns  for  salaried  officials  and  clerks,  these  not 
being  asked  for  until  the  1890  census. 

3.  The  1850  and  the  four  succeeding  reports  included  in 

the  product  of  factories  the  results  of  the  labor  of  20,000  to 

100,000  owners  of  small  establishments  who  drew  no  wages, 

relying  for  their  support  on  the  profit  of  the  business.  (*) 

(*)On  this  point  see  page  ;JS1  of  “Industry  and  Wealth,”  Ninth  Census 
(1870J. 

It  appears  that  the  assistant  marshals  were  very  unwill- 
ing workers,  at  all  events  as  census-takers,  which  is  perhaps 
not  unnatural,  inasmuch  as  they  were  allowed  only  15  cents 
for  taking  the  returns  of  a factory,  an  operation  which  it 
was  admitted  sometimes  retjuired  several  visits.  Some  of 
the  detailed  complaints  are  amusing.  One  case  is  mentioned 
of  an  unusually  persistent  census-taker  who  had  to  make  six 
trips  to  obtain  the  reports  of  one  establishment  in  order  to 
earn  his  fifteen  cents.  A reading  of  the  early  census  reports 
throws  much  suspicion  upon  their  completeness  and  exact- 
ness and  such  radical  changes  in  method  and  scope  have 
been  necessary  to  make  later  censuses  statistically  valuable 
that  it  is  almost  hopeless  to  institute  such  comparisons  as 
Mr.  Marshall  attempted. 

With  such  limitations,  however,  as  result  from  the  differ- 
ences between  the  census  figures  for  different  dates,  they  may 
be  presented  and  compared  as  nearly  as  possible  upon  an 
even  basis.  Such  a study  will  undoubtedly  throw  some  light 
upon  the  ups  and  downs  of  wages  and  their  causes.  Up  to 
1889,  inclusive,  the  figures  relate  to  factories  combined  with 
hand  and  neighborhood  industries,  and  for  this  period  the 
figures  may  be  compared  directly.  It  will  be  noted  that  for 
this  period  we  have  no  information  in  regard  to  employees 
other  than  wage-earners,  and  consequently  in  using  averages 
we  must  be  content  with  the  average  per  wage-earner,  while 
we  recognize  the  limitations  of  such  figures.  For  the  period 
from  1849  to  1899,  the  facts  which  are  needed  for  our  study 
of  changes,  if  any,  in  the  relative  position  of  capital  and 
labor  are  given  in  the  following  table: 


F.VCTORIKS  AND  HAND  AND  NKUHf BORHOOD  INDUSTRIES 


Census 

Average 
No.  of 
Wage 
Earners 

Finan<’i.\l  Data  (Millions  op 
Dollars  for  First 
Sei’tion  of  Table) 

Proportion 
OF  W'ages  to 

Capital 

AiMed 

Value 

W'ages 

Miscel- 

lam*ous 

Ex|K*nses 

Addetl 

Value 

Added 

Value 

less 

Mise. 

Ex|H*nses 

Original  fig 

ures  (*); 

1S49 

9.57,059 

$53;J  2 

$41)4  0 

$23() . 8 

51 

• • 

1S59 

1,311,246 

1,(H)9  9 

854  3 

:378.9 

44 

* • 

1H69 

2.05:1, 99<> 

1,694  6 

1,:J95.1 

620  5 

45 

• • 

1S79 

2,7:12,595 

2,790.3 

1,972.8 

948.0 

48 

• * 

ISS9 

4,251,.5:J5 

6,525  1 

4,210  4 

1,891  2 

$6:31  2 

45 

53 

1899 

5.:i06,143 

9,813.8 

5,656  5 

2,320.9 

1,027  9 

41 

50 

P(*r  \Vagt*-e 

arner  (*) : 

$557 

$485 

$247 

51 

. . 

1 

770 

651 

289 

44 

. . 

1 

825 

679 

:i02 

44 

. . 

1W7U 

1.021 

722 

347 

48 

. . 

1889 

i,5;j5 

91H) 

445 

$148 

45 

52 

1899 

1,8.50 

1,066 

4:38 

193 

41 

50 

for  inis- 
of  IJKX). 


(*)  Fieure.s  are  from  Table  U,  page  439,  .\hstra<‘t  of  1910,  except 
cellaiu'ous  expenses,  which  an*  from  Table  153,  page  300,  Abstract 
Percentages  art*  bjused  on  figures  a.s  given  |it**^*  . . 

(*)  Comnuted  from  original  figures  m tables  above  nott*<l.  not  from  abbn*- 
viated  figures  here  given.  Percentages  are  biused  on  the  figures  pt*r  wage- 


earner. 


liofore  considering  the  relative  figures,  attention  may  be 
called  to  the  fact  that  each  census  marked  a considerable 
progress  over  the  jireceding.  It  may,  however,  be  noted  that 
in  the  last  decade,  in  the  table  from  1889-1899,  the  average 
number  of  wage-earners  increased  more  I'apidly  than  wage 
payments,  and  the  average  wage,  therefore,  fell  slightly 
although  at  each  jireceding  census  there  had  been  a consider- 
able advance  in  this  figure. 

The  only  relationship  which  we  can  establish  for  this  en- 
tire period  is  that  between  the  payment  for  wages  and  the 
value  added  by  manufacture.  In  estimating  the  significance 
of  these  figures,  there  are  several  factors  which  must  be  taken 
into  account.  The  first  is  the  relative  accuracy  of  the 
different  census  enumerations,  to  which  allusion  has  already 
been  made.  The  second  is  whether  the  miscellaneous  ex- 
penses of  manufacturing  have  borne  a constant  relation  to 
the  i)ioduct  during  the  entire  period.  And  the  third  is 
whether  lalior  in  the  form  of  salaries  has  maintained  such  a 


constant  relationship  to  wages. 

Bearing  these  qualifications  in  mind,  it  would  appear  that 
the  proportion  of  w'ages  to  Added  \ alue  has  been  fairly 
constant.  In  detail  it  may  be  noted  that  the  apparent  pro- 
|)ortion  was  higher  in  1849  than  at  any  subsequent  census. 
To  this  showing  no  particular  .significance  can  be  attached. 
The  census  of  1850,  from  which  these  figures  are  derived, 
was  the  first  which  undertook  to  collect  manufacturing 
statistics  in  a systematic  manner.  The  tnirden  of  such 
labor  on  the  a.ssistant  marshals  charged  with  the  enumeration 
w’as  very  consitlei’able  and  the  whole  census  so  fai’  as  manu- 
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factures  are  concerned  must  be  considered  as  experimental. 
It  is  not  improbable  that  the  description  which  was  given  to 
that  census,  namely,  “hands  employed”  led  the  assistant 
marshals  to  believe  that  this  applied  not  only  to  wage-earners 
or  manual  workers  but  to  all  employees  without  distinction 
as  to  function. 

.After  1849  a more  regular  sequence  is  observed.  From 
1859  to  1879  the  proportion  of  wages  to  Added  Value  rises  a 
few  ])oints  until  it  reaches  48  per  cent  in  1879  and  then  falls 
to  41  per  cent  in  1899. 

It  has  already  been  noted  that  this  comparison  is  defec- 
tive in  that  it  makes  no  allowance  for  the  miscellaneous 
expenses.  This  defect  can  be  cf)rrected  only  for  the  years 
1889  and  1899.  If  the  comparison  is  made  between  wage  paj'- 
ment  and  what  we  have  formerly  designated  as  the  net  earn- 
ings of  industry,  it  will  be  seen  that  this  percentage  in  1889 
was  between  52  and  .53,  and  in  1899  was  50.  It  will  be 
remembered  that  even  as  so  corrected  the  figures  do  not 
represent  the  true  value  of  labor  cost  to  the  net  earnings  of 
industry,  since  they  do  not  take  account  of  salaried  em- 
ployees, concerning  whom  information  was  available  only  in 

1899. 

With  the  year  1899  we  enter  on  a new  series  of  tables 
which  relate  to  manufacturing,  properly  so  called,  and  which 
exclude  the  figures  for  the  hand  and  neighborhood  industries, 
and  we  have  for  two  dates  1899  and  1904—data  which  is 
entirely  comparable  with  the  figures  for  1909  which  were  dis- 
cussed in  the  early  part  of  this  report.  These  figures,  which 
permit  us  to  take  into  consideration  notonly  the  miscellaneous 
expenses  but  also  the  salaried  employees  and  their  salaries, 
permit  a much  closer  approximation  to  a determination  of  the 
relative  share  of  capital  and  labor  in  the  joint  product  of 
industry.  The  important  facts  regarding  employees  for  the 
last  three  manufacturing  censuses  are  given  in  the  following 

statement. 

Employees  in  Manufactcrino  Indu.stries  and  P.ayments  for  Services 


facture 

Salaried  Employet‘S. 
Wage  Earners 


Wages 


1899 

1904 

1909 

5,076,8!^:^ 

5,987,939 

7,405.313 

304, 120 

519,350 

790,207 

4.712.703 

5,408,38,3 

0,015,040 

S2,3S9,132.0(X) 

$3,1S4.884,(KK)  $4.305,013,0(K) 

380,771, (KM) 

574,439,(MK) 

938,575.000 

2,(K)8.301,(H)0 

2,010,445.(KK) 

3,427,038.(K)0 

The  figures  here  given  are  utilized  in  the  following  table  which  relates  to 
factories  only  from  1S99  to  1909: 
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(>)  'I'lic  original  figures  in  thcsp  colunins  are  atibreviatpd  from  Table  2, 
page  43S,  .^bsUaet  1910;  the  iiereenlagea  are  eomputed  on  the  figures  here 

^''Tn'l’liese  figures  are  computiHl  from  the  eomplete  original  figure.s  in  the 
table  above  referred  to,  pereentages  being  liased  on  the  averages  here  given. 

In  this  table  the  comiiarison  between  wages  or  the  com- 
bined wages  and  salaries  is  not  carried  out  with  respect  to 
Added  Value,  as  we  have  already  seen  that  such  comparison 
contains  possibilities  of  error.  Computations  are  here 
made  with  the  net  industry  earnings,  which  is  equivalent  to 
the  difference  between  the  Added  A alue  and  the  miscel- 
laneous expenses.  It  is  to  be  noted  that  if  this  comparison 
be  made  with  relation  to  wages  only,  the  proportion  attribut- 
able to  wages  is  slightly  higher  in  1904  than  in  1909,  although 
at  the  latter  date  the  iiroportion  is  supei'ior  to  that  found 
in  1889.  If,  on  the  other  hand,  the  comparison  be  made  on 
the  basis  of  all  employees  it  will  be  noted  that  the  j)er  cent 
of  the  net  industry  earnings  which  is  attributable  to  labor 
in  this  larger  sense  is  somewhat  higher  at  each  succeed- 
ing census.  There  is  a growing  trend  towards  ili versifica- 
tion of  function  in  manufacturing  industry  as  shown  by 
the  heavy  proixirtionate  increases  in  the  proportion  of  salary 
to  wage  earning  emjiloyees.  Efficiency  is  raised  by  this 
development  and  the  distribution  to  wage-earners  is  being 
increased  so  that  the  more  highly  trained  salaried  employees 
are  not  a burden  on  the  backs  of  the  manual  workers,  Init  are 
pulling  them  along. 

Dr.  I.  M.  Rubinow,  in  “The  Recent  Trend  of  Real 
Wages,”  (American  Economic  Rerieu',  Dec.  1914),  finds  that 
“a  much  smaller  share  of  the  value  reaches  the  wage-earner 
now  than  did  twenty  or  thirty  years  ago”  (page  817). 

He  is  dealing  with  the  purchasing  power  of  wages  as 
measured  by  the  weighted  index  figures  for  food  prices. 
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This  committee  has  been  dealing  with  nominal  wages 
only,  so  that  his  finding,  however  valid,  does  not  as  yet  con- 
tradict ours.  Indeed,  for  the  purpose  of  this  report,  the 
consideration  of  the  purchasing  power  of  the  rewards  of 
industry  may  be  safely  excluded,  because  all  of  the  recipients 
are  alike  affected  by  whatever  rise  in  prices  may  be  proven. 

Our  comparison  of  the  recorded  variations  in  their 
nominal  rewards  seems  to  rebut  Dr.  Rubinow’s  sweeping 
conclusion,  as  above  quoted.  The  percentage  of  wages  to  the 
value  added  in  manufacture  has  been  fairly  constant  for 
fifty  years.  The  percentage  of  the  wage-salary  to  the  net 
product  has  risen  rapidly  from  1899  to  1909,  while  the  rela- 
tion of  the  wages  of  laborers  to  the  net  product  has  also  risen 
but  in  less  degree. 

But  the  amount  of  capital  engaged  per  wage-earner  has 
been  steadily  and  rapidly  rising  for  sixty  years,  and  the 
amount  of  capital  per  employee  has  shown  a marked  rise  in 
the  last  ten  years.  Such  a relative  increase  in  capital  re- 
(juires  a very  marked  increase  in  productivity  to  prevent 
interest  and  profit  from  falling.  We  seem  to  have  shown  that 
the  percentage  of  the  net  product  remaining  to  the  capitalist 
has  been  cither  stationary  or  shrinking,  and  with  so  many 
additional  units  of  capital  per  worker  reported  at  each  suc- 
cessive census,  the  relative  product  remaining  to  each  unit 
of  capital  must  necessarily  decline. 

As  a matter  of  fact,  this  is  exactly  what  has  happened 
unless  the  history  of  interest  rates  in  this  country  needs  to 
be  rewritten.  Interest  has  notoriously  fallen,  and  the  margin 
of  profit  is  shrinking.  These  considerations  in  themselves 
are  sufficient  to  rebut  Dr.  Rubinow\s  too-sweeping  conclu- 


sion. 

It  is  probable  that  the  weighted  averages  of  food  prices 
useil  by  Dr.  Rubinow  are  not  a final  test  of  the  purchasing 
power  of  wages.  Admitting  that  the  worker  is  si)ending  a 
larger  proportion  of  his  income  for  food  now  than  in  the  past, 
he  may  still  be  actually  more  prosperous,  and  relatively  more 
prosperous.  If  clu^ap  food  alone  be  the  test,  the  savage  with 
his  grove  of  bread-fruit  trees  stands  at  the  summit  of  man- 
kind. He  obtains  his  food  for  the  minimum  outlay  of  labor. 

It  is  sometimes  charged  that  inordinate  salaries  are  paid 
to  disguise  high  profits,  but  such  cases  are  comparatively 
rare  and  their  influence  upon  the  whole  manufacturing  in- 
dustry must  l)e  very  slight.  There  are  no  factor>^  figures 
that  show  relative  salaries,  but  the  railroad  statistics  for  1909 
show  that  general  officers  absorbed  1.7  per  cent  of  the  total 
railroad  payroll  in  that  year  while  the  carpenters  in  the 
railway  emjiloy  drew  4.4  j^ercent  of  the  total  payroll.  Car- 
penters are  not  much  in  evidence  in  the  railroad  industry, 
yet  their  modest  earnings  hit  the  railroad’s  treasury  nearly 
three  times  as  hard  as  the  ]irincely  salaries  of  the  higher 
officials.(') 


(q  “Statistics  of  Uailways  in  the  ITnitod  States  for  UM)9”  (Interstate 
Commerce  Commission),  page  4ti,  gives  these  figures: 


Yearly  Compensation  of  all  Railroad  F:mployees 

Salaries  of  CJeneral  Officers 

Wages  of  CarjM*nters 


$998,323,094 

16,574,587 

43,420,646 


It  would  be  interesting  to  ascertain  what  proportion  of 
their  net  product  our  gootl  business  generals  receive  in 
salaries  and  profits.  It  would  be  absurdly  small,  for  there  is 
hardly  any  limit  to  be  set  on  the  value  of  the  right  man  to  an 
enterprise  of  which  he  is  the  directing  genius.  What  would 
Henry  Ford  have  been  worth,  for  instance,  as  manager  of  an 
automobile  factory  during  the  last  fifteen  years?  Judging 
by  the  result  of  his  work,  his  employees,  if  they  had  owned  the 
business,  should  have  been  glad  to  contribute  $100  each 
out  of  their  net  product  to  keep  him  at  the  head  of  the 
organization.  On  the  basis  of  25,000  employees,  this  would 
provide  him  with  the  very  comfortable  salary  of  $2,500,000 
a year.  High  salaiies,  however,  are  not  a burden  upon  either 
industry  or  labor  for  the  very  good  reason  that  there  are  so 
few  of  them. 


C.\PIT.\L  E.VRNINCS 


.\ND  (\VPIT.\L  INVESTMENT. 


Up  to  this  )Kiint  our  discussion  has  concerned  only  the 
aggregate  product  of  manufactures.  We  have  attempted  to 
show  as  far  as  ascertainable  the  share  in  this  i)roduct,  at  the 
successive  censuses,  which  has  been  given  to  labor  and  that 
which  has  been  alisorbed  by  capital.  No  consideration  has 
thus  far  been  given  to  the  amount  of  cai)ital  which  has  been 
concerned  in  this  production  or  the  proportion  which  the 
shai’e  of  capital  bears  to  its  amount. 

It  will  be  noticed  that  in  the  comparisons  of  census 
figures  we  have  constantly  been  including  for  each  census 
the  amount  of  cajiital  employed  per  wage-earner  or  per  em- 
jdoyee.  This  was  ilone  to  emphasize  the  great  increase  in 
capital  reejuired  under  the  increasing  elaboration  of  equip- 
ment.  d’here  are  no  figures  for  miscellaneous  expenses  for 
the  eai-lier  censuses,  so  it  is  necessary  to  take  .\diled  \ alue 
instead  of  net  ]u-oduct  to  make  this  comparison  for  two 
manufacturing  reports  fifty  years  apart: 

1S59(‘)  1909 


289 


*1,289 

518 


Addcil  V:iluo  per  W aKi-Karncr 

.\voratjf  Wat!(‘ 

Capital  Kmplovad  per  W aKt‘-Karncr  i , A'™ 

(>)  (’..mpulr-d  from  Taldr  :i,  !)aK<*  4:19.  .Vbstraft  of  the  llurtecnth  Census 

(1910). 

The  basic  chtinge  here  is  in  caiiital.  It  is  the  use  of  31^ 
units  of  caihtal  in  to  one  in  1851),  with  the  accom- 

l)anying  improvement  in  plant,  process  and  organization, 
thtit  htis  rtiised  wages  $221)  a year.  The  wage-earner  may 
proiierly  be  said  to  be  employing  332  helpers  in  11)01)  where 
he  employed  one  in  1851).  The  command  and  use  of  capital 
are  obtained  by  ptiying  its  wages  (i.e.,  earning  its  normal 
interest)  and  guaranteeing  its  upkeep  (i.e.,  i)roviding  against 
depreciation).  The  cost  of  the  upkeep  of  capital  has  prob- 
ably not  changed  in  fifty  years.  Our  reasons  for  figuring 
average  depreciation  on  all  manufacturing  capital  at  five  per 
cent  in  11)01)  wouUl  have  been  just  as  valid  in  1851).  The 
wages  of  capital  iiave  gone  down.  Eight  ptn-  cent  was  the 
usual  legal  int('rest  in  18.51)  as  against  (i  per  cent  now. 
Capital  received  in  18,51)  for  interest  and  depreciation  on 
$770  of  capital,  $100.10.  In  11)01),  capital  received  for  in- 
terest and  depreciation  on  .$2,780  of  capital,  $300.40.  The 
laborer  had  3’  units  of  help  in  i)lace  of  one.  The  cost  of 
that  hell)  was  iin  additional  .$200.30  and  the  result  was  an 
increase  of  $221)  in  the  laborer’s  pay.  There  are  no  census 
figures  to  prove  that  the  customary  earnings  of  capital  in 
the  industries  which  we  have  l)een  examining  ilo  not  exceed 
six  per  cent  . The  proof  lies  in  the  fact  that  although  six  per 
cent  is  the  usual  legal  rate  of  interest,  most  of  the  loanable 
capital  of  the  country  brings  five.  manufacturing  or 
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railroad  stock  that  pays  six  per  cent  consistently  will  sell  at 
or  above  par  on  the  average.  Its  five  per  cent  first  mortgage 
bonds  will  sell  at  par  on  the  average.  A bidder  for  capital, 
whose  credit  could  not  be  questioned,  the  federal  govern- 
ment for  instance,  could  borrow  all  the  available  capital  in 
the  country,  if  not  in  the  world,  at  considerably  less  than  six 
per  cent. 

While  it  is  not  possible  to  demonstrate  from  the  census 
figures  with  mathematical  accuracy  that  the  return  to  capi- 
tal as  interest  and  profits  has  diminished  in  the  past  fifty 
years,  it  is  none  the  less  possible  with  these  figures  to  ])resent 
very  convincing  evidence  that  such  is  the  fact.  Had  we  for 
the  earlier  censuses  as  ample  material  as  for  those  of  1S09 
and  subse(iuent  years,  there  would  be  no  difficulty  in  .segre- 
gating with  comparative  ease  the  approximate  share  of 
interest  and  profits,  and  comparing  this  with  the  amount  of 
capital  invested.  It  will  be  remembered  that  to  estimate 
this  share  we  subtracted  successively  from  the  value  added 
by  manufacture  the  following  elements:  (1)  wages;  (2) 

salaries;  (3)  miscellaneous  expenses;  (4)  an  allowance  for  de- 
preciation. Of  these  four  elements  the  first  only  is  given 
for  each  of  the  census  eumerations;  but  the  fourth  can  be 
estimated  for  all  of  them.  The  second  item,  of  salaries,  is 
definitely  given  for  ISfifi  and  subseciuent  censuses,  but  for 
the  earlier  years  it  can  not  l)C  definitely  ascertained  whether 
salaries,  especially  those  of  a clerical  nature,  have  or  have 
not  been  included. 

If  from  the  value  added  by  manufactures  we  deduct  at 
each  census  the  figures  given  and  estimated  for  wages  aii<l  for 
depreciation,  we  have  a remainder  which  comprises  at  least 
two  elements — interest  and  profits  on  the  one  hand,  and 
miscellaneous  expenses  on  the  other — and  which  does  in 
some  cases,  and  may  in  others,  comprise  a third  element  of 
payments  for  salaries.  Disregarding  the  census  of  1849 
when,  as  we  have  already  seen,  the  figures  cannot  claim  the 
same  degree  of  accuracy  as  at  later  dates,  such  a calculation 
is  made  in  the  following  table: 

RKLATION  OF  CAPITAL  TO  INDCSTUV  FAUNINTJS 


(All  Amounts  Exprosseil  in  Millions  of  Dollars) 
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1899 

8,975 

4,KM 
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449 

2,374 

20  5 

1904 

12,070 

0,294 

2,010 

034 

3,048 

'33  - H 

1909 

18,428 

8,529 

3,427 

921 

4,181 

22 . / 

♦This  remainder  is  romposed  of  the  following  elements: 

1.  Miseellaneous  expenses. 

2.  Salaries  so  far  jis  they  are  not  included  under  wage,s,  as  was  prob- 
ably the  case  for  earlier  censuses. 

3.  Interest  and  profits  on  capital. 


It  must  of  course  be  admitted  that  the  percentage  iii  the 
last  column  of  this  table  is  somewhat  vague  and  indefinite. 
The  figures  simply  mean  that  as  compared  with  the  aggregate 
capital  the  total  of  these  three  elements  has  decreased.  This 
does  not  imply  that  interest  and  profits  have  increased,  unless 
it  could  be  assumed  that  miscellaneous  expenses  and  salaries 
had  decreased  in  an  ev'en  greater  jiroportion  than  the  decrease 
in  the  general  average  shown  in  the  talde.  ^\  hether  such  an 
assumption  is  or  is  not  tenalde  can,  however,  fortunately 
be  tested  by  actual  figures  or  the  statistics  of  factories  from 
1899  or  1909.  At  these  three  censuses  we  know  the  amount  of 
miscellaneous  expen.ses  and  wo  find  that  lh(*  amounts  paiil 
for  miscellaneous  expenses  represent  the  following  projior- 
tions  of  the  capital  invested:  1899,  10.1  percent;  1904,  11..5 

per  cent;  1909,  10.-5  per  cent.  In  view  of  the  increasing  com- 
plexity of  manufacturing  industries  it  is  in  the  highest  degree 
improbable  that  at  earlier  censuses  the  amounts  paiil  foi‘ 
miscellaneous  expenses  ropresentetl  a higher  pro))ortion  of 
the  capital  invested.  In  like  manner  we  know  for  the  last 
three  censuses  the  actual  amount  paid  for  salaries  and  we  find 
that  such  amounts  represent  the  following  ]u-oportions  of  the 
capital  invested:  1899,  4.2  per  cent;  1904,  4.5  i>er  cent; 

1909,  5.2  per  cent.  Within  this  shorter  period  the  payment  of 
salaries  appears  to  he  assuming  larger  proportions,  and  it  is 
reasonable  to  assume  from  our  knowledge  of  the  conditions  of 
industry  that  payments  for  salaries  fornuHl  .-<maller  rather 
than  larger  proportions  of  the  capital  investo<l  in  the  earlier 

censuses  than  in  t he  later  ones. 

Our  analysis  of  the  figures  shows  that  in  the  general  (lecline 
of  this  composite  group,  as  shown  by  the  table,  the  evidence 
points  not  to  a decrease  of  the  proportions  to  be  assigned  to 
the  elements,  miscellaneous  expenses  and  wages,  hut  rather 
to  an  increase  of  those  elements.  Hence  it  follows  that 
interest  and  profits  must  have  declined  at  least  as  much  as 
the  composite  group,  and  probably  more.  If  for  the  sake  of 
argument  we  assume  that  the  two  elements,  miscellaneous 
expenses  and  salaries,  have  formed  continuously  the  .same 
proportion  of  the  aggregate  capital,  and  that  this  has  bomi 
approximately  15  ixw  cent,  we  should  have  to  account  for 
interest  ami  profits  in  1859  of  27.1  per  cent  and  in  lt)09  of 
7.7  per  cent.  That  so  marked  a decline  has  :ictually  taken 
place  in  the  profits  of  manufacture  cannot  seriously  ho  con- 
tended. It  must  be  remembered  that  the  earlier  censuses 
contained  a much  larger  proportion  of  enterprises  in  which 
the  proprietor  himself  took  an  active  share  in  the  manual 
labor.  In  such  enterprises  the  aggregate  return  to  the 
proprietor  appears  as  profit,  while  in  fact  the  major  jiart  of 
it  should  in  any  correct  analysis  l)o  assigned  to  wages.  Kvon 
after  allowing  for  this  change  in  the  organization  of  industry, 
it  seems  not  unlikely  that  there  has  been  a very  consideralde 
decrease  in  the  proportionate  return  to  capital  invested  in 
manufacturing  industries.  For  the  last  three  censuses  we 
can,  as  already  stated,  eliminate  the  miscellanomis  expenses 
and  salaries,  and  obtain  a fairly  approximate  estimate  of  the 
return  which  has  come  to  ca])ital  in  the  form  of  lu-oHts  and 
interest.  This  return  in  1889  appears  to  have  been  ecinivalenl 
to  12.2  per  cent  of  the  capital  invested;  in  1904  to  7.9  per  cent 
and  in  1909  to  7.0  per  cent.  With  the  conclusive  evidence  ol 


L 


19 


diminishing;  profits  and  interest  for  these  three  dates,  the 
probability  of  a still  greater  decline  as  compared  with  an 
earlier  period  is  greatly  enhanced. 


THE  POSSIBLE  VALUE  OF  ADEQUATE  STATISTK'S 
IN  SOLVING  LABOR  PROBLEMS. 


(\)uld  not  such  studies  as  we  have  been  making  be  of 
great  value  if  honestly  and  fearlessly  applied  to  industries 
in  which  large  or  violent  labor  disturbances  are  threatened? 
The  United  Mine  Workers  of  Illinois,  at  the  time  of  a big 
strike  some  few  years  ago,  prepared  and  publishetl  a state- 
ment of  receipts  by  the  coal  company  and  the  miner  re- 
spectively, which  iiurported  to  show  that  the  company’s 
income  was  in  the  neighborhood  of  .?3()  per  day  per  man, 
while  the  average  wage  was  about  $1.40  per  day.  The  retail 
price  of  the  coal  was,  of  course,  the  basis  of  this  remarkable 
showing,  and  the  mistake  was  perhaps  honestly  made  by  some 
union  man  who  forgot  that  the  coal  company  has  to  meet  its 
expenses  out  of  the  price  of  coal  at  the  mine.  Consider  the 
effect  on  striking  miners  of  assurance  from  their  union  that 
they  receive  in  wages  le.ss  than  one-twentieth  of  the  value  of 
their  product.  The  mining  census  tells  the  story  in  terms  of 
hundreds  of  millions  of  dollars.  The  relations  of  such 
figures  are  not  readily  grasped,  but  if  the  coal  minei>!  of 
Illinois  had  been  informed  by  some  trustworthy  authority 
that  ()S  per  cent  of  the  mine  price  of  bituminous  coal  in 
1909  went  for  wages  at  the  mine,  and  74  per  cent  of  it  went 
for  wages  ami  .salaries,  that  the  coal  they  had  dug  in  1909  sold 
at  a price  equalling  $725  per  worker  at  the  mine,  and  that 
expenses  were  $115  a worker  per  annum,  they  would  have 
known  whether  they  could  get  wages  of  $700  a man  a year  or 
whether  they  would  have  to  be  satisfied  with  less(‘.) 

(')  .\bstniPt.  of  Thirteenth  Censu.s  (1910),  page  562. 


The  effect  of  accurate  and  properly  digested  information 
in  forming  public  opinion  has  never  been  tried  as  a means  of 
preventing  labor  disj)utes.  After  the  militia  has  been  called 
out,  after  blood  has  been  spilled,  a committee  is  appointed 
to  investigate.  It  sits  for  weeks.  It  has  to  consider  charges 
and  countercharges  of  brutality,  oppression,  arson,  dynamit- 
ing and  murder.  Contradictory  evidence  fills  the  news- 
papers. Incidentally,  the  real  matter  of  contention  is 
touchetl  upon.  Both  sides  assemble  hand-picked  statistics 
as  to  wages,  hours,  cost  of  living  and  conditions  of  emjiloy- 
ment,  and  summon  scores  of  witnesses  who  give  hopelessly 
contradictory  testimony  as  to  the  wages  that  have  been 
paid.  The  public,  and  perhaps  the  investigating  commis- 
sion also,  becomes  confused  on  the  issue,  if  not  weary  of  the 
debate.  Some  sort  of  a working  compromise  is  patched  up, 
and  the  strike  ends,  but  nothing  is  settled.  Suppose  the 
state  or  the  federal  government  despatched  a company  of 
statisticians,  armed  only  with  authority  and  sharp  lead 
pencils,  to  the  scene  of  a threatened  strike  at  the  first  hint 
of  trovible,  and  commanded  both  sides  to  preserve  the  status 
quo  until  the  wages  paid  and  the  ability  of  the  industry  to 
pay  more,  or  the  urgent  necessity  of  its  pajdng  le.ss,  were 
accurately  ascertained,  would  not  a great  many  strikes  and 
lockouts  be  patently  unnecessary? 

How  quickly  public  opinion,  which  supports  and  some- 
times finances  strikes  and  lockouts,  will  focus  when  exact 
information  is  available  is  shown  by  what  happened  in  a 
New  .lersey  city  some  years  ago  within  the  knowledge  of  a 
member  of  this  committee.  Five  hundred  girl  handkerchief 
makers  went  on  strike  for  a new  piece  scale  of  wages,  which 
the  factory  owners  declared  was  unreasonable.  The  strikers 
were  mainly  Polish,  their  English  was  rudimentary,  their 
attitude  toward  inquirers  was  suspicious,  and  the  local  new.s- 
paper  reporters  could  not  get  a clear  understanding  of  their 
grievances.  The  factorj'  superintendent  could  talk  English 
and  told  an  apparently  good  story.  He  produced  Engli.sh- 
speaking  girls  who,  he  said,  were  fairly  representative  of  the 
employees,  and  had  them  tell  the  reporters  what  wages  they 
were  getting.  These  girls  said  their  weekly  pay  ran  from 
eight  to  nine  dollars  a week,  and  in  some  cases  as  high  as  ten 
and  twelve. 

The  local  Polish  Catholic  priest  read  in  the  newspapers 
that  the  strikers  had  been  earning  $8  to  $10  a week. 
The  strikers  had  a week’s  pay  in  the  company’s  hands 
when  the  break  occurred.  The  priest  told  the  girls  to 
save  their  pay  envelopes  and  bring  them  to  him.  Soon 
after  pay  day  he  turned  up  at  the  local  newspaper  offices 
with  over  four  hundred  pay  envelopes,  all  of  one  week’s  date, 
with  the  wages  eomputed  by  the  pay  clerk  on  the  outside 
of  each  envelope.  So  many  dozen  handkerchiefs  made  and 
hemstitched  at  a ver>'  few-  cents  a dozen,  so  much  deducted 
for  spoiled  work,  so  much  for  broken  needles,  etc.  It  was 
a heart-breaking  showing.  The  net  wages  ran  as  low  as 
$1.67  a week,  and  of  the  entire  batch  of  envelopes  only  a 
score  showed  earnings  of  over  $4  a week.  A handful  of  girls, 
who  had  become  very  expert  by  long  experience,  had  earned 
.$()  to  $7  a week  by  unremitting  application  and  dearly- 
bought  skill,  liuiuiry  showed  that  the  English-speaking 
girls  who  were  earning  from  -$8  to  $12  a week  were  the  fore- 
women. 

The  story  was  printed  in  the  local  newspapei-s.  It  con- 
sisted mainly  of  a transcript  of  the  figures  on  the  fronts  of 
the  jiay  envelopes.  One  New  York  newspaper  printed  it 
])ractically  in  full.  It  was  copied  here  and  there  throughout 
the  country.  Meanwhile,  the  strike,  having  no  funds,  no 
organization  and  no  backing,  began  to  disintegrate.  In  a 
week  from  the  start,  one-third  of  the  girls  were  back  in  the 
mill  and  the  strike  was  practically  broken.  Suddenly  the 
superintendent  sent  for  the  strike  leaders,  surrendered  with- 
out parley,  and  the  apparently  defeated  strikers  went  back 
to  work  on  their  own  terms.  It  was  the  printing  of  the 
record  of  the  four  hundred  pay  envelopes  that  did  it.  The 
(company  had  begun  to  hear  by  mail  and  wire  from  its  cus- 
tomers,—from  the  jobbers  and  department  stores  that  mar- 
keted its  product.  The  general  tenor  of  the  me.ssages  was 
this:  “We  are  paying  you  so  much  a dozen  for  such  a grade 
of  handkerchief  and  we  figure  that  your  material  costs  you 
so  much  a dozen.  If  you  can’t  pay  your  girls  more  than 
$1.67  a week,  you  may  cancel  our  order.”  The  manufac- 
turers wei'o  absolutely  unable  to  resist  the  pressure  of  this 
small  but  well-informed  section  of  public  oinnion.  There 
has  never  been  a strike  in  that  factory  since,  although  small 
outbreaks  had  been  practically  continuous  for  the  previous 
year. 
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SOME  CEXERAL  (X)X(7.USI0NS. 

To  sum  up,  we  have  ascertained  as  nearly  as  possible 
the  average  returns  to  labor  and  capital  from  industry  and 
discovered  that  labor’s  share  is  larger  and  capital’s  share 
smaller  than  is  supposed  by  many.  This  popular  misap- 
prehension is  due  to  a hasty  and  unsound  method  of  ascer- 
taining the  product  of  industry.  The  division  between  labor 
and  capital  in  different  l)ranches  <»f  industry  examined  is 
reasonably  uniform  and  not  upon  its  face  unfair  when  due 
allowance  is  made  for  the  upkeep  of  capital.  While  the 
average  annual  manufacturing  wage  has  increased  from 
S247  to  So  18  in  sixty  years,  the  normal  rate  of  interest  has 
decreased  one-fourth.  The  increase  in  wages  has  come  out 
of  a larger  net  product,  which  has  been  made  possible  by 
the  use  of  a much  larger  amount  of  capital  per  worker, 
A\'ages  and  salaries  are  both  increasing  and  the  increase  was 
especially  large  from  181H)  to  1909.  Wages  and  salaries 
tend  to  increase  faster  than  wages  alone.  While  early  sta- 
tistics are  unsatisfactory  on  the  poijit,  there  is  no  evidence 
that  the  worker’s  share  of  the  i)roduct  is  lessening.  In  fact, 
during  ten  j^ears  covered  by  the  three  manufacturing  cen- 
suses which  are  exactly  comi>arable,  the  trend  of  the  per- 
centages has  been  distinctly  upward  both  for  wages  and  for 
wage-salaries.  If  the  average  wage  and  the  average  wage- 
salary  are  discouragingly  small,  it  is  because  the  average 
product  and  the  average  net  earnings  of  the  industry  per 
worker  are  discouragingly  small. 

Capital  and  labor  both  are  working  on  narrow  margins. 
There  is  all  the  more  reason  for  a thorough,  imilual  under- 
standing of  the  situation  so  that  they  shall  not  consume  the 
reserve  product  in  industrial  war  while  women  and  children 
suffer  for  lack  of  bread.  There  is  all  the  more  reason  why 
the  small  portion  of  our  national  wealth,  which  is  conspicu- 
ously wasted,  should  be  devoted  to  productive  industry, 
and  why  distribution  of  product  should  be  conducted  more 
and  more  on  lines  of  even-handed  justice. 

All  our  capital,  our  wealth  of  invention,  our  energy,  in- 
dustry and  organization  have  so  far  enabled  us  to  produce 
little  more  than  81,000  per  worker  in  the  most  highly  devel- 
oped industries  which  are  most  effective  in  producing  wealth. 
It  is  not  improbable  that,  could  the  entire  field  of  produc- 
tion, agriculture  as  well  as  manufactures,  and  all  enterprises, 
great  and  small,  be  compressed  into  the  tables,  this  average 
would  be  con.siderably  diminished. 

.Vll  that  the  people  of  the  country  need,  and  want,  and 
hope  to  do,  must  for  the  present  be  paid  out  of  these  rela- 
tively small  returns.  If  in  the  future  an  increased  output 
per  worker  should  result  from  betterments  in  the  apidication 
of  capital  or  labor,  or  both,  to  industry,  exp(u*ience  seems  to 
show  that  the  worker  would  secure  the  major  part  of  such 
increase.  But  whatever  the  sum  to  be  divided  is  or  may  be, 
to  see  that  this  income  is  fairly  apportioned  without  being 
lessened  by  h*igh  charges,  negligence,  idleness  or  waste  by 
employer  or  wage-earner,  or  dissipated  in  labor  wars,  is  the 
proper  function  of  our  leaders  in  business,  in  labor  organiza- 
tions and  in  ])olitics. 
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APPEXDIX. 

The  following  abstracts  of  letters  received  in  response  to 
the  circular  sent  out  to  prominent  members  of  the  Socialist 
Party  show  that  there  is  a variety  of  opinion  among  socialists 
as  to  one  of  the  questions  treated  in  this  report: 

Robert  Rives  LaMonte: 

“The  most  important  j)oiiit  in  my  own  minii  is  not  tlie  pre- 
cise fniction,  but  the  indisputable  fact  that  as  machiiuTy  im- 
proves and  production  increases,  the  fraction  of  total  |)roduct 
received  by  labor  grows  continuously  smaller  even  though  wages 
rise.  This  is  what  makes  capitalism  impossible.” 

Max  Eastman,  editor  of  The  Masses: 

“Personally,  I have  no  statistical  information  as  to  the  pro-  . 
portion  of  his  product  which  the  American  workingman  received. 

It  happens,  too,  that  I have  never  seen  tla^  statement  you  allude 
to  that  he  receives  only  20  per  cent  of  his  product.  The  thing 
your  letter  makes  me  most  d(*sirc  to  say  is  that  I hope  if  you 
secure  an  accurately  grounded  opinion  uj)oii  this  subject  you  will 
let  me  have  it  and  also  the  grounds  of  it.  The  thing  that  makes 
it  so  difficult  for  SocialisUs  to  get  statistical  determinations  of 
fact  is  that  all  the  census-taking  and  all  the  investigation  of  this 
country  is  in  the  hands  of  people  trained,  if  they  are  trained  at 
all,  in  the  economics  of  capitalism.  It  d(M‘s  not  se<»m  to  me  tlmt 
what  you  call  the  ‘ini(|uity  of  pre.s(*nt  social  ccniditious'  or  the 
fact  that  we  live  under  a cliiss  rule,  requires  statistical  proof.’* 

The  Appeal  to  Reason: 

“We  have  no  inf(»rmation  such  as  you  request.  \\V  suggest 
that  you  write  Carl  I).  Thompson,  Information  l)c|)artmcnt, 
Socialist  Party.  You  might  also  write  Algernon  Lee  and  W.  J. 
Ghent.*’ 

Waltor  Lippmaiin: 

“ I do  not  bcli(‘vc  tliat  in  modern  industry  it  is  i)ossiblc  to  esti- 
mate what  the  |»roduct  of  a man’s  lal»or  is.  And  consetjuently  i 
ilo  not  ijelieve  we  can  place  any  great  reliance*  (*ith(*r  in  the  state- 
ment of  conservatives  that  mt*n  now  get  the  full  product  of  their 
labor,  or  on  the  statement  of  some  socialists  that  Ik*  receives  only 
20  per  cent.  We  do  not  know  what  the  product  of  a man’s  labor 
is  in  complex  industry.  TIk^  case  for  socialism  do**s  not  rest  upon 
the  ]>roof  that  exploitation  is  so  and  so  much.  It  rests  on  the 
belief  that  large  classes  of  property  now  in  private  hands  yield 
wealth  to  their  owners  for  which  society  n‘c(‘ivcs  no  adc(pmtt^ 
return.  That  yield  may  be  regarded  as  the  amount  to  which  the 
u.sefu!  members  of  society  are  exploit(*d.  We  ku()w  that  tlu* 
amount  is  large,  large  enough  to  justify  cutting  into  it  for  many 
years  tt>  come,  but  just  how  large  it  is,  no  man  can  prove  by  the 
statistics  now  in  existence.  Hut  such  an  investigation  could  be 
made  and  ought  to  be.” 

.\.  M.  Simons,  of  The  Milwaukee  Leader: 

“I  tiiink  that  20  per  cent  .statem(*iit  is  .some  ‘Apiwal  to  R(*a- 
son  science*  originally.  It  has  been  tlisavowetl  repeatedly  as 
anything  but  accurate.  At  the  same  time  it  is  not  difficult  to 
show  that  the  amount  of  exploitation  r(*aches  even  more  than 
that  in  most  ciuses.  The  capitalist  does  not  get  the  remainder, 
however,  as  mucli  of  it  is  wiustetl.” 

Frank  Bohn: 

“The  (piestion  you  ask  is  (piickly  answ<*red.  The  st;itement 
that  wages  in  the  U.  S.  amount  to  only  20  j>er  cent  of  the  worker’s 
jiroduct  is  an  exaggeration  which  docs  no  honor  to  the  intelli- 
gence of  those  who  make  it.  Tin*  error  occurred  in  the  following 
manner.  In  the  eensus  reports  of  1000  the  average  r(*port  of 
each  worker  (I  (pu>te  from  memory)  is  given  as  about  $2,450. 
Wages  (again  I am  relying  on  memory)  is  giv(*n  as  $437.  So 
some  socialists  hav’c  jumped  to  the  conclusion  that  wages  were 
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only  ai>out  14  per  ('out  of  the  worker’s  product.  The  17  jht  cent 
guess  (sometimes  20  p(*r  cent)  is  a ‘left-over’  from  the  census  of 
1800.  the  same  mistake  being  made  then  as  in  1000.  What  these 
persons  failt'd  to  do  was  to  deduct  from  the  average  gross  product 
the  cost  of  raw  materials.  Thus,  let  us  suppose  that  a tree  is  cut 
and  taken  to  a .sawmill.  The  .sawmill  owner  inirchases  it  and 
hence  in  his  product,  -lumber,— he  includes  the  value  of  the  raw 
limber.  The  furniture  maker,  likewise,  includes  the  value  of  the 
raw  material, — lumber, — iu  Ins  jiroduct,  furnitun*,  and  of 
cour.'^e  in  the  complete  returns  the  value  of  the  log  is  given  thret; 
times,  the  value  of  the  lumber  twice.  Instead  of  S2,4;>0  as  the 
product  of  each  work(T  in  manufactures,  the  total  should  be 
§1,280.  I have  just  ealculated  it  from  the  eensus  of  1010  aiul 
find  it  §1,200.  Of  course  it  must  be  rememl>ered  that  this  con- 
eeriis  manufactures  alone.  For  most  other  industries  it  is  ]>rac- 
tieally  impo.ssible  to  deduce  even  valuable  conjectures.  ' 

William  R.  Claylord: 

‘Mf  the  point  of  your  (piestion  is  to  show  that  the  working- 
man receives  50  p<‘r  cent  rather  than  20  per  rent  of  his  product, 

1 don't  think  the  difference  worth  struggling  over.  From  the 
exacting  .standpoint  of  the  statistician,  there  is  no  laisis,  so  far 
as  1 know,  ff>r  any  accurate  .statement  as  to  th(‘  perc(mtage  of  ex- 
ploitation of  .\merican  laborers.  My  own  practice  fora  number 
of  years  has  be(*n  to  assume  for  the  i>urpose  of  certain  arguments 
that  laltor  received  one-half  th(‘  value  of  its  products.  I did  not 
H'gard  the  fact  that  the  |)ercentnge  us(*d  by  difft'HMit  speakers 
and  writers  varies  somewhat  as  of  so  much  importance  as  tlu* 
fact  that  exploitation  it.seif  exi.sts.  Of  course  if  the  coming  of 
socialism  depends  u]>on  an  absolute  accurate  stateiiHUit  of  the 
rate  of  exploitation  of  labor,  the  Re))ublicaii  and  Democratic 
|)arties  may  be  depended  upon  to  see  that  the  census  d(‘partment 
is  so  organized  and  administered  as  to  prev'ent  the  making  of  any 
such  accurate  statements.” 

George  H.  I.unn: 

“There  is  no  doubt  but  what  some  .socialists  would  make  such 
statements,  and  without  foundation  in  facts.” 

Austin  Lewis: 

“I  have  no  special  knowledge  of  the  matter  of  tlie  ratio  of 
what  is  fnspiently  ealled  surplus  value  to  product.  The  state- 
ment that  a workingman  n'ceived  only  20  per  cent  of  his  proiluct, 
however,  seems  absurd  on  the  face  of  it.” 

,1.  G.  Phelps  Stokes: 

“lam  confident  that  there  is  no  adecpiat^  foundation  for  that 
statement.  The  mistake  has  evidently  ari.stm  from  confusion  in 
the  minds  of  many  between  the  ratio  of  wag(‘s  to  gross  i)roduet 
and  the  ratio  of  wages  to  net  ])roduct.  C’onsulerable  study  that 
I have  given  to  this  matter,  at  various  times,  satisfies  me  that  the 
ratio  of  the  average  salary-wage  to  the  average  new  value 
created  by  the  work(*r  in  American  manufacturing  industries  is 
approximately  1 to  2,  and  not  1 to  5.  I do  not  recall  having  ever 
hoard  or  .seen  the  alleged  1 to  5 ratio  maintaino<l  except  in  state- 
ments of  ‘soai)-box’  speakers,  and  others  whose  zeal  nt  times 
exceeds  their  information  on  this  i>articular  subject.  I should 
be  greatly  suri)rised  to  find  that  you  had  found  any  such  errone- 
ous statement  in  the  writing  or  public  utterance  of  any  socialist 
having  the  confidence  of  the  National  Socialist  Party,  though 
local  s{>eaker.s  oficn  fall  into  the  error.” 

John  Spargo: 

“Except  in  a few  popular  pamphlets,  written  for  the  most 
j)art  by  honest  but  ill-trained  writers,  I have  not  <-ome  across  the 
specific  .statement  to  which  you  call  my  attention.  I think  you 
will  not  find  anything  like  it  in  what  I may  call  the  authoritative 
literature  of  socialism.  So  far  as  I know,  nothing  like  a satisfy- 
ing method  of  calculating  the  exact  amount  of  exploitation  has 
ever  been  devis(‘d.  There  is  little  likelihood  that  it  is  overstated 
by  the  expomaits  of  socialLsm.  Take  the  case  of  Mr.  Ford,  the 
automobile  man,  for  example.  He  announced  that  his  wages 
bill  was  to  be  just  doubled,  you  remend)er.  Well,  if  the  workers 
had.  prior  to  the  increase,  received  as  much  as  50  per  cent  of  the 
value  they  produced,  doubling  tlic  wage  bill  would  have  given 
them  I(K)  j)cr  cent.  That  is  obvious.  Hut  no,  we  were  told  that 
such  an  increas('  would  not  e\  en  cut  the  profits  in  hnives.  And 
b(^  it  observed,  Mr.  Ford’s  ‘salary’  for  his  work  of  superintend- 
ence is  paid  before  profits  are  ealeiilat(‘d,  and  is  ineluded  in  the 
caf  egory  of  wages  and  salaries.  It  would  seem,  then,  that  in  the 
Ford  eas(‘  the  workers  could  not  have  n‘<‘eiv(‘d  more  than  25  i)er 
cent  at  the  outside,  probably  a good  deal  less.  And  Mr.  Ford 
believes  that  what  his  firm  has  done  viin  bo  done  by  every  great 
industrial  corporation  in  th<^  country.” 

Morris  Tlilbiuit ; 

“I  do  not  recall  any  authoritative  socialist  assertion,  still 
less  ‘eonslantly  recurring  assertions'  that  the  American  work- 
ingmen received  in  wages  20  p<*r  cent  of  their  product.  The 
exact  prciportion  of  the  product  which  goes  to  the  workers  and 
the  portion  which  goes  to  the  capitalists  has  to  my  knowledge 
never  bt'cii  definitely  e.stablishcd,  and  the  socialists  do  not  base 
their  argument  upon  the  assum])tion  of  an  established  ami 
definite  rate  of  exploitation.  P'or  illustration,  it  is  frequently 
assimied  in  works  on  socialist  economies  that  the  worker  na-eives 
on  the  average  two-thirds  of  his  product,  while  the  capitalist 
receives  one-third,  and  this  assumption  is  probably  mnirer  the 
u iith  than  the  staUauent  that  the  worker  receives  only  20  per 
cent  of  his  product.” 

Mary  E.  Marcy: 

“ I shall  to-day  have  sent  to  yoti  a copy  of  my  ‘ Why  Catholic 
Workers  Should  be  Socialists.’  If  you  will  read  the  first  two  or 
three  chapters  in  this  you  will  find  a socialist  statement  of  how 
the  four-fifths  retained  by  the  capitalist  is  divided  among  the 
capitalist  class.  You  will  note  that  we  do  not  claim  it  is  retained 
by  the  original  employer,  for  instance,  by  the  manufacturer.’' 

W.  J.  Ghent: 

“I  have  no  doubt  that  the  statement  has  l>een  mailo  that 
labor  r(*c(*ives  onlv  aliout  one-fifth  of  tin*  value  of  ith  product. 

This  statement  is  not  made,  however,  l>y  any  well-informed 
socialist.  It  is  an  unjust  imputation,  moreover,  to  say  that 
while  the  best  informed  socialists  do  not  believe  it,  they  do  not 
attemi)t  to  stop  its  use.  On  tlu'  eontrary,  soeialisU  who  have 
studied  the  figures  of  production  and  have  arrived  at  a very  dif- 
ferent eonclusion,  iiave  rc'peatedly  published  their  com])utations 
to  the  world.” 

Mr.  (Iheiit  continues  by  referring  to  the  National 
Socialisl  Campaign  Handbook  fisures  already  received. 

riiarles  II.  Kerr: 

“Our  claim  is  that  for  an  average  wage  of  §2.(M)  the'  American 
htbe)rer  produe*es  goods  that  se*ll  ot  retail  for  §10.00;  in  other 
weneis,  that  wh(‘n  he  spe*nds  his  wage's  he  can  buy  only  a fifth  of 
what  he'  produced.  From  the*  20th  Aniiuai  Hepe>rt  of  Stati.sties 
of  Manufacturers  of  Mass.,  page'  40,  it  appe'ars  that  :i,375  He)ston 
facteme's  in  the  ye'ar  I!)I  I use'el  mate*rials  to  the  amount  e>f  §21H,- 
040,SO:i,  paiel  wages  to  the  amount  of  §05,871,  777  and  sold  the 
product  for  §502.527,771.  Se>  Uni  the-  face  of  the  returns'  the 
laborers  aelekel  a value  e>f  §208.481,108,  which  woulel  indicate 
that  tlu'y  re'ce'ive'd  about  40  pe*r  ce'iit  of  what  tlu'v  produced, 
ue‘e*oreling  to  the  ejfficial  statisticians  of  AIa.s.sachusetts.  Hut 
e»l).scrvei  i>articularly  that  the*  value  of  the  product  is  figured  on 
the  amount  rere'ive'd  at  llie  factory  door.  What  the  wage*- 
e'arners  re'ally  pay  feir  the*se*  same  etommoelitie's  whe*n  bemght  feu* 
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rials  they  \vork(*d  on.  I am  not  saying  the  dirert  employers  make 
this  vast  sum.  Mucli  of  it  was  wasted  in  ways  that  you  will 
understand  as  well  as  I.” 

(leorp;e  E.  Roewer,  Jr.,  a National  Committeeman  from 
Massachusetts: 

^‘\ot  only  socialists,  hut  also  bourgeois  politicians  are  making 
similar  stalem(*nts.  Tlie  other  day  Vice-President  Marsliall 
said  h(‘fore  a graduating  class  at  (’rawfordsville,  Indiana  (see 
the  Mihrmikfc  Lemhr,  June  19,  1914)  that  ‘labor  gets  less  than 
one-fifth  of  the  wealth  creabHl  to-day  and  that  cai>ital  gets  more 
than  four-fifths.’” 

John  I\  Burke,  New  Hampshire  State  Secretary: 

“ I (lo  not  b(4ieve  that  well  informed  socialists  make  the  state- 
ment that  the  w<trkingman  only  n‘c<‘ives  20  |>f*r  cent  of  his  prod- 
uct. I heard  Victor  I5erg(‘r  speak  a few  years  ago,  and  he  said 
that  the  workers  produced  on  an  average  something  like  :?1.290 
worth  of  w(‘alth  and  received  an  average  of  Mr.  Henry 

P'ord,  the  automobile  manufacturer,  has  given  us  a practical 
demonstration  of  the  possibilities  of  increased  returns  to  the 
workers.  He  lias  doubled  wages  and  yet  his  concern  still  makes 
a profit  of  .SI2,r)(K),000  a year.  Mr.  Allan  Benson,  in  an  article 
in  the  Aj)ril  i.ssue  of  Peamin's  Magazine,  shows  how  every  great 
tru.st  in  this  country  is  making  more  money  than  is  the  Ford  in- 
dustry. ‘Ford  wages,’  says  Mr.  Benson,  ‘can  be  i>aid  by  any 
great  corj)oration  that  is  willing  to  retire  its  watered  .stock  and 
return  to  the  employees  onc*-half  or  more  of  the  profits.’  The 
Socialist  Party  is  circulating  this  |>articular  article  in  a little 
pamphlet  (‘ntifleil  ‘The  Bombshell  That  H(‘iiry  Ford  Fired.’  I 
am  enclosing  a copy.” 

Joseph  Warnock,  Michig;an  State  Secretary: 

“To  my  mind  it  is  not  important  whether  the  average  laborer 
prcjduces  $500  or  §2,000  more  value  than  lie  receives  annually, 
as  the  fact  that  he  produce.s  a surplus  that  goes  to  a parasite 
would  be  enough  to  condemn  and  eventually  put  an  end  to  such 
a system.  However,  1 believe  that  the  statement  that  the 
laborers  n'ceive  on  an  average  not  ov’er  20  p(*r  cent  of  the  retail 
value  of  their  jiroduct  is  a con.servative  one.” 

J.  Rapluielson,  Kentucky  State  Secretary: 

“The  stat(‘nient  used  by  socialists  that  the  American  work- 
ingman receives  only  about  20  ]>er  cent  of  what  he  jiroduces  is, 
to  1113'  knowledge,  used  as  an  ajairoximate  figure  only.  1 believe 
it  to  be  a fair  statement,  although  very  difficult  to  prove  mathe- 
matically, because  of  the  complexity  of  our  industrial  system.” 

W.  F.  Dietz,  Louisiana  State  Secretary: 

“From  the  stud>'  I have  made  of  this  tpiestion  and  the  infor- 
mation obtained,  I am  of  the  opinion  that  labor  as  a whole  does 
not  create  five  times  the  value  of  what  is  received  in  wages,  but 
this  ratio  only  aiijilies  to  the  best  developed  industries  where  labor 
is  employed  on  a large  scale  with  the  best  machinery,  in  which 
case,  I am  convinced,  that  the  figures  are  rea.sonabIe.  If  this  be 
true  then,  and  since  the  socialist  program  j)rov'ides  for  lal)or  being 
so  directed,  we  are  correct  in  promising  that  the  income  of  labor 
be  increased  five  times,  or  the  hours  of  labor  reduced,  under  a 
socialist  r(‘gim(‘.  I am  enclosing  card  showing  argument  u.sed  b>" 
Prof.  W.  F.  Heis  on  this  i)oint  and  a leaflet  by  Allan  L.  Benson 
on  the  same  matter.” 

Williuiu  p]berhard,  South  ('arolina  State  Secretary: 

“It  is  true  that  this  a.ssertion  is  often  made  on  the  soap  l)ox 
ami  in  .such  papers  as  ‘The  Apja^al  To  Rea.son,’  and  I know  of  a 
Jiumber  of  well-infonmsl  socialists  who  do  not  a])])rove  of  this 
practice,  not  because  they  don't  believe  in  it,  but  because  they 
lielieve  that  such  an  assertion  should  not  be  made  without  j)roper 
ex])lanation,  and  a soap  box  talk  or  short  newspai)cr  ])aragraph 
is  hardly  satisfactory  in  this  respect.” 

C’harles  Pkhvard  Russell : 

“I  should  say  that  while  it  has  been  estimated  that  the 
American  workingman  receives  only  20  per  cent  of  the  value  of 
his  product  this  estimate  is  only  approximate  and  must  neces- 
sarily l)C  so.  It  is  impo.ssible  to  reach  exact  figures  upon  this 
matter  for  the  reason  that  the  data  for  figuring  would  vary 
widely  with  different  statisticians.  To  take  but  one  illustration, 
the  valiK^  of  a man’s  product  ma.y  be  estimated  according  to  its 
factoiy  value  or  it  ma.y  be  estimated  at  its  j)Hce  to  the  consumer, 
which  would  be  much  greater.  The  essential  fact,  however, 
upon  which  .sociali.sts  ba.se  their  assert  ion  that  labor  is  robbed  of 
a great  share  of  its  own  product  remains  the  same  whether  the 
amount  of  this  robbery  be  four-fifths,  three-fourths  or  two- 
thinh'  Tlw»  exploitation  differs  onlj'  in  degn  «*,  not  in  kind.” 
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